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Page 2 


LEVEL 1 - 1 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 1248 words 

HEADLINE: A Real Estate Venture That Spawned a Federal Investigation 
BYLINE: By RICHARD KEIL, Associated Press Writer 
DATELINE : WASHINGTON 
BODY 

A small, money- losing real estate venture in rural Arkansas provided the 
name- for an expanding federal -i n ves t igation- that has- ewe t c tt md a ve i ' -^res i de nt ~ 

C1 inton's White House. 

Here are some questions and answers about Whitewater. 

Q: What is "Whitewater"? 

A: The name comes from Whitewater Development Corp., a real estate venture 
President and Mrs. Clinton and their partners, James and Susan McDougal, formed 
in the late 1970s to build a vacation and retirement community along the White 
River in northern Arkansas' Ozarks Mountains. The venture lost money for several 
years, and the Clintons sold out their interest to McDougal in 1992 for $ 1,000. 

The Clintons say they lost $ 68,900 in the deal. Clinton was governor of 
Arkansas and Hillary Rodham Clinton a lawyer in Little Rock, Ark., during much 
of this time. 

Q: What put Whitewater into the news? 

A: News reports last October said the federal government's savings and loan 
cleanup agency had discovered that prominent Arkansans, including the Clintons, 
may have benefited from the misuse of depositor funds at the failed Madison 
Guaranty Savings and Loan Association owned by McDougal. Specifically, 
regulators recommended that the Justice Department start a criminal probe into 
whether Madison funds were illegally diverted to pay the personal and political 
debts of politicians. Among the questions is whether SfcL funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 

Whitewater was briefly an issue during the 1992 campaign, but the story then 
centered only on how much money the Clintons had invested and lost in 
Whitewater. 

Q: What is known about the possible diversion of funds to Clinton's 
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Page} 


gubernatorial campaign? 

A: Regulators have questioned the source of some $ 12,000 in donations to 
Clinton's campaign that were made on Madison SAL cashier checks. Some Madison 
officials who attended a 1985 fund-raiser hosted by McDougal say they used their 
own money . 

One listed donor, a college student, raised interest for a while when he said 
he never gave Clinton the donation. The student's father, Charles Peacock, later 
acknowledged he used his own money and put the donation in his son's name. 

Another Madison official has said he was reimbursed for his donation but he 

declined to say by whom. The Clinton campaign has said it would have no way of 

knowing the actual source of such donations. 

Q: What have the Clintons been accused of? 

A: Regulators have said the criminal referrals do not accuse the president or 
his wife of wrongdoing, but they do state that the Clintons may have benefited 
from questionable transactions at the SAL. The Clintons have repeatedly stated 
that all of their business dealings were aboveboard and legal. 

Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Attorney General 
Webster Hubbell and the late White House deputy counsel Vincent Foster worked 
- • • "ttgffdre co mi ng EoTOsttingecrr. '■ 

Rose lawyers, including Mrs. Clinton, represented Madison SAL on a matter 
before state regulators in the mid-1980s. After Madison failed, the Rose firm 
and Hubbell won a contract from the government to sue an accounting firm blamed 
for Madison's demise. Questions have since been raised whether this constituted 
a conflict given Rose's past work for Madison and the fact that Hubbell had 
relatives with extensive financial dealings at the SAL. The government recently 
cleared Rose of conflicts but that decision is being reviewed. 

Most recently, two couriers have alleged that since the Whitewater 
investigation began they were asked to shred documents at the firm that carried 
Foster's initials. That, too, is under investigation although the firm has 
denied any wrongdoing. 

Q: Why was special counsel Robert Fiske named to investigate Madison and 
Whitewater? 

A: The investigation has changed hands three times. It was initially handled 
by U.S. Attorney Paula Casey in Little Rock. Casey, a Clinton appointee, removed 
herself from the case in December amid criticism she had a conflict of interest 
because of her lengthy association with the Clintons. The case was then turned 
over to veteran Justice Department prosecutor Donald Mackay who worked on it for 
about a month. But mounting political pressures for an independent investigation 
led Attorney General Janet Reno to appoint Fiske on Jan. 20. He is a former U.S. 
attorney in New York. 

Q: How much independence does he have? 

A: While Fiske technically answers to Reno, special counsels generally have 
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operated with broad independence. However, Watergate special counsel Archibald 
Cox who was fired by the Nixon administration during the "Saturday Night 
Massacre." Special counsels are different from independent counsels. Iran-Contra 
prosecutor Lawrence Walsh, the most famous independent counsel, reported to an 
appeals court completely separate from the Reagan and Bush administrations. 

Q: How did the Whitewater affair expand to the White House? 

A: Primarily through revelations that top Treasury Department officials and 
regulators had briefed White House officials last fall and again in February on 
the status of the investigation. The White House has acknowledged three meetings 
and some additional "incidental" contacts. Officials say the meetings were 
called to answer press inquiries about Whitewater and that nothing about the 
substance of the investigations was revealed except that the Clintons were named 
as possible beneficiaries of questionable S&L transactions. The Clintons have 
said they were unaware of the meetings. 

The White House has expressed regret and said it has taken actions to prevent 
even the appearance of meddling in the future. One official involved in the 
meetings, former White House Counsel Bernard Nussbaum, resigned over the 
weekend. 


Q: Would congressional hearings on Whitewater imperil Fiske's criminal probe? 

A: Democrats say yes. Republicans say no. The recent Iran-Contra proceedings, 
suggest, however, that public hearings on Capitol Hill can harm an investigation 
like Fiske's. The convictions of former National Security Council aide Oliver 
North and National Security Adviser John Poindexter were overturned when an 
appeals court ruled that congressional testimony given under grants of immunity 
had tainted the criminal proceedings against them. Prosecutors are also 
concerned that televised congressional hearings could give potential witnesses 
or defendants an opportunity to make their own stories conform with the accounts 
offered by others in a public forum. 


Q: What is Fiske investigating? 

A: Fiske's broad probe will touch on every aspect of the case, including: 


-Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 


-The recent contacts between the White House and SAL regulators regarding the 
Madison investigation. 

-The death of Foster last summer. His body was found in a suburban park 
outside Washington and police have concluded his death was a suicide. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company. 


-Whether any improper shredding occurred at the Rose firm and whether any of 
the firm's dealings on Madison were improper. 
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LEVEL 1 - 2 OF 10 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press . 


March 9, 1994, Wednesday, AM cycle 


SECTION: Domestic News 
LENGTH: 436 words 

HEADLINE: Second Courier Says He Shredded Apparent Foster Files 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

A second courier from the Rose Law Firm said Wednesday he helped shred 
•'? documents from files bearing the initials of the late White House lawyer Vincent 
w . Foster Jr . . 

The courier, Clayton Lindsey, said he has been subpoenaed to testify before a 
grand jury investigating the Whitewater case. 

Lindsey said he and another courier, Jeremy Hedges, did the shredding - on 
Jan. 21, he believed, the day after Robert Fiske Jr. was appointed special 
prosecutor for Whitewater. 

Among other matters, Fiske is examining the failure of Madison Guaranty 
Savings and Loan and whether investors in a northern Arkansas land venture, 

Whitewater Development Corp., including President and Mrs. Clinton, benefited 
improperly from Madison transactions. 

Files pertaining to Whitewater were in Foster's White House office when he 
committed suicide in July. Before becoming deputy White House counsel last year, 

Foster was a partner with Hillary Rodham Clinton at the Rose Law Firm in Little 
Rock. Fiske also is investigating Foster's death. 

Lindsey said he believed the files shredded on Jan. 21 were Foster's because 
they were in files marked with the initials "VWF." 

"He's the only one there with those initials," Lindsey said. 

However, he said he did not look at any of the documents being destroyed. 

He said shredding is a normal activity at the firm and he did not sense any 
urgency to shred those files. 

Many law firms regularly shred documents to protect the confidentiality of 
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their clients' cases. 

ABC News and The New York Times reported that Hedges told them he saw 
Foster's signature on documents he was shredding. The Times last week quoted 
unidentified sources as saying that Hedges told a federal grand jury on Feb. 16 
that he and a colleague shredded papers from Foster's files at the firm in late 
January . 

The firm said in a statement last week that none of Foster's files had been 
destroyed. 

"In the process of a lawyer changing offices, a box of old files containing 
internal Rose firm materials, such as copies of notes of firm committee 
meetings, was destroyed earlier this year," the statement said. 

Lindsey, who is a roommate of Hedges, said he has been subpoenaed to appear 
on March 15 before a federal grand jury in Little Rock. The grand jury has been 
investigating Whitewater and other, unrelated cases, at its monthly meetings. 

A special Whitewater grand jury will convene in Little Rock for the first 
time on March 23, said Mary Buford, federal jury coordinator for the Eastern 
District of Arkansas. 

Another grand jury, in Washington, also is involved in the Whitewater 
investigation. 
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LEVEL 1 - 3 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Preps. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 994 words 

HEADLINE: Fiske Says white House Cooperating; Opposes Hearings 
BYLINE: By NANCY BENAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The special prosecutor in the Whitewater affair said today the White House 
was being "very responsive and cooperative" and urged Congress to hold off any 
hearings until he determines whether the administration meddled in the 
investigation. 

with white House aides preparing to testify before a federal grand jury and 
the administration collecting subpoenaed documents, special counsel Robert Fiske 
met with lawmakers on Capitol Hill hoping to convince them not to complicate his 
investigation by calling his witnesses. 

"I would prefer that there be no congressional hearings," Fiske said. But he 
said he realized Congress had legitimate oversight concerns, and urged that 
lawmakers at least hold off until he finishes his review of White House contacts 

with thrift regulators looking into Whitewater. 

Fiske said the White House phase should take weeks, or a few months at the 
longest, adding he would have "no objections" to hearings on the issue of the 
contacts when this part of his probe is finished. 

If there are hearings. Republican Sens. William Cohen and Alfonse D' Amato 
said they had assured Fiske that he would get first crack at critical witnesses 
and that Congress would not grant immunity to anyone it called to testify. 

Congress granted immunity to witnesses in the Iran-Contra hearings, a factor in 
the reversals of several Iran-Contra convictions. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities," D* Amato told reporters after he and Cohen met with Fiske. 

In addition to pledging no immunity, the New York Republican said Fiske would 
be given "sufficient lattitude and time" to "fully develop" the statements and 
evidence of any witnesses he has subpoenaed. 
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D' Amato said public pressure would make congressional hearings "inevitable" 
despite resistance from Democrats, and Cohen, R-Maine, added the option of 
avoiding hearings "is not going to be politically possible. ...” 

Cohen added that Americans don't want to see the president or first lady 
"pilloried" in a congressional probe and D'Amato insisted, "This is not an 
attempt to injure the presidency." 

Fiske is probing the failure of Arkansas' Madison Guaranty Savings and Loan 
Association and whether investors in the Whitewater land venture - including 
President and Hillary Rodham Clinton - benefited from questionable Madison 
transactions during the 1980s. 

As part of that probe, Fiske is examining a series of meetings between White 
House officials and federal regulators looking into Whitewater, contacts that 
raised questions about whether the investigation could have been compromised. 

As part of that effort, he has subpoenaed 10 administration officials to 
testify before a grand jury beginning Thursday. 

Asked today what advice he'd give to subpoenaed aides, Clinton said: "Just 
the same advice I've given everybody: Just tell them what happened. Answer the 
questions and go on. Be very open.” 

The debate in Congress over the hearings is largely along partisan lines. 

Republicans are demanding a congressional investigation and promising not to 
interfere with Fiske 's work. 

The opposition is led by Democrats, who say it was Republicans who demanded a 
special counsel in the first place and now should let him do his job. "It's a 
political circus and all they want to do is to throw up a lot of dust and 
embarrass the president," Senate Majority Leader George Mitchell said today. 

But Senate Republican Leader Bob Dole of Kansas said this morning that 
hearings were necessary and rejected criticism that Republicans are playing 
politics. "Let's stop the finger -pointing and let's get on with the hearings," 
he said. "Congress has a clear right to ask questions." 

Clinton, meanwhile, was struggling to pull his administration out from under 
the Whitewater cloud with another broad denial of wrongdoing. 

"I am very relaxed about this," Clinton insisted Tuesday as his second news 
conference in as many days was swallowed up by questions about Whitewater. "I 
did not do anything wrong. There is nothing here." 

His vigorous denials of misconduct notwithstanding, the controversy over 
Whitewater seemed only to mushroom: 

-The president acknowledged additional "incidental" contacts between Clinton 
aides and federal regulators about Whitewater, adding to questions about 
possible White House interference in an independent investigation. 

•Six top White House officials and four current or former Treasury Department 
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officials prepared to testify about Whitewater under grand jury subpoena. Some 
have received permission to delay appearances originially scheduled for 
Thursday, but they were not immediately identified. Among those summoned: 
outgoing white House counsel Bernard Nussbaum, who resigned over the weekend 
because of criticism over the way he handled questions about Whitewater. 

-White House officials have collected a stack. of . Whitewater- related documents 
to be turned over to investigators on Thursday. Press Secretary Dee Dee Myers 
said the documents “could be a foot (high) but it's not like many, many boxes." 

-ABC News and The New York Times reported that Jeremy Hedges, an employee of 
the Rose Law Firm in Little Rock, Ark., said he saw Vincent Foster's signature 
on documents he shredded at the firm after Fiske's appointment as special 
counsel. Foster, the deputy White House counsel who committed suicide in July, 
worked at the firm with Hillary Rodham Clinton. Rose officials have said the 
papers were internal documents unrelated to Whitewater. Myers declined comment, 
saying the matter fell under Fiske's jurisdiction. 

Clinton said the White House would be inclined to cooperate if the hearing 
does occur . 

Trying to polish his administration's image on ethics, Clinton on Tuesday 
replaced Nussbaum on an interim basis with what he called the "firm, 
uncompromising and- steady hand" of re-spec ted Warshlngturr la wyer ~Eloyd" Cutler -. 
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LEVEL 1 * 4 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, PM cycle 

SECTION: Washington Dateline 
LENGTH: 723 words 
BYLINE: By The Associated Press 
BODY 

The Whitewater witness list proposed by Republicans on the Senate Banking 
Committee : 

James McDougal, former owner of Madison Guaranty Savings and Loan, a 
partner of Bill and Hillary Rodham Clinton in the Whitewater real estate 
venture . 

Susan McDougal, James' former wife, also a partner in Whitewater. 

Bernard Nussbaum, who resigned as White House counsel because of his 
involvement in White House meetings with RTC and Treasury Department officials. 

Two of the meetings involved discussions of a request from the RTC to the 
Justice Department for a criminal investigation of Madison. 

Roger Altman, deputy treasury secretary and interim head of the RTC; admitted 
arranging a "heads up" meeting this year for White House officials, to discuss 
expiration of the deadline for filing civil actions by the agency. 

Mack McLarty, White House chief of staff. 

Harold Ickes, deputy chief of staff at the White House. 

Margaret Williams, chief of staff to Mrs. Clinton; attended an October 1993 
White House meeting on the criminal referral. 

Mark Gearan, White House communications director, who attended the October 
meeting. 

Bruce Lindsey, senior adviser to the president, who attended the October 
meeting. 

Lisa Caputo, press secretary to Mrs. Clinton who had a telephone conversation 
with someone from RTC. 

Jean Hanson, general counsel. Treasury Department, who briefed White House 
officials on the criminal referral. 
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Josh Steiner, chief of staff. Treasury Department, who attended the October 
White House meeting. 

Jack DeVore. former Treasury Department press spokesman, who attended the 
October White House meeting. 

Jeremy Hedges, courier at the Rose firm; reportedly told a grand jury he 
shredded documents that bore the signature of Vince Foster, the late deputy 
White House counsel and Rose firm lawyer; says he saw no Whitewater documents. 

David Hale, a former municipal judge in Little Rock who was indicted on fraud 
charges. He alleges that Bill Clinton pressed him to make a Small Business 
Administration-backed loan to Susan McDougal. Clinton denied it. 

Sheffield Nelson, a political opponent of Clinton who was an investor in a 
Madison real estate venture. 

April Breslaw, a Resolution Trust Corp. attorney; dismissed conflict of 
interest concerns involving the Rose Law Firm, where Mrs. Clinton and Associate 
Attorney General Webster Hubbell worked. 

James Dudine, RTC investigations director involved in the decision to make a 
criminal referral on Madison to the Justice Department. 


Lee Ausen, RTC criminal investigator, Kansas City office. 

L. Richard Iorio, field investigative officer, RTC, Kansas City, helped send 
initial criminal referral to RTC headquarters in Washington. 

Jean Lewis, RTC investigator, Kansas City. 

Mike Caron, senior investigator, RTC, Kansas City. 

Donald B. Mackay, trial attorney. Justice Department, handled Whitewater 
investigation before special counsel Robert B. Fiske Jr. was appointed. 

Paula Casey. U.S. attorney in Little Rock, a Clinton supporter who recused 
herself from the Whitewater case. 

Leslie Patten, Denver accountant who helped put together an explanation of 
Whitewater for the Clintons during the 1992 presidential campaign. 

James Lyons, Denver attorney who wrote the report for the Clintons in the 
1992 campaign. 

Stanley Tate, nominee to head the RTC, who withdrew from consideration amid 
conflict-of-interest allegations; alleged fraud, waste and abuse in the agency. 

William Roelle, Federal Deposit Insurance Corp., former top official in the 
RTC. 

Beverly Bassett -Schaffer, Arkansas state banking regulator who approved a 
recapitalization plan for Madison Guaranty that never was placed into effect. 
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Dan Lasater, friend of the Clintons who was sued by the Federal Deposit 
tnsurance Corp. in connection with an Illinois S&L failure. Mrs. Clinton worked 
on the case for the Rose Law Firm. 

Greg Young, an executive and director of Madison. 

Don Denton, a Madison loan officer. 

Lisa Aunspaugh, Little Rock, no information available. 

Erskine Bowles, administrator. Small Business Administration. 

Charles B. James, Little Rock accountant who kept the books on the Whitewater 
real estate venture. 

Sue Strayhorn, a top official of Madison. 

Ellen Kulka, general counsel, RTC . 

Clayton Lindsey, courier at the Rose Law Firm. 

Ricki Stacy, Rose Law Firm. 
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LEVEL 1 - 5 OP 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press • These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994 , Wednesday, BC cycle 

SECTION: UNDEFINED 
LENGTH: 2864 words 
BODY 

By The Associated Press 

Here are excerpts from recent editorials in newspapers in the United States 
and abroad. 

March 6 

Saint Paul (Minn.) .Pioneer Press on Whitewater: 

If the White House weren't poking holes in its own canoe, Whitewater would 
have gone over the dam long ago. 

The latest hole is a gaping one. white House aides held three improper 
meetings with Treasury officials about the Resolution Trust Corp. inquiry into 
an Arkansas savings and loan that had ties to Gov. Bill Clinton and attorney 
Hillary Rodham Clinton. 

(These) revelations surely require quick action by Whitewater special counsel 
Robert Piske. His office must gather all extant evidence of the three meetings 
and add them to the inquiry of the Clintons and their associates in the 
questions involving Madison Guaranty Savings and Loan Association. On the 
scale of S&L sleaze in Washington long before the Clintons came to power there, 
the doings related to one Arkansas SfcL probably won't amount to much. That is 
for Fisks' s inquiry to settle for history. 

For practical purposes now, the Clinton inner circle's pattern of deep 
reluctance to disclose, vent, air and examine Whitewater has reached the point 
where a bit of presidential reproach won't cover the holes. It is time to throw 
the bad judgment from the canoe before politics and suspicion swamp it. 

March 6 

The Seattle Times on Whitewater: 

Bill and Hillary Rodham Clinton are surrounded by friends bent on giving the 
public every reason to believe the worst about their tangled legal and financial 
dealings back in Arkansas. 
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In Che midst of a nest of lawyers who are no strangers to close dealings sat 
White House Counsel Bernard Nussbaum. He had arranged three meetings with the 
Treasury Department agency investigating ties between the first lady's formet- 
law firm and a troubled savings and loan. 

The president responded with the obvious - a quick denial he was aware of the 
activity of intimate subordinates, and a rousing pledge to tighten internal 
ethics procedures. Blah. blah. blah. Clinton's reflexes were painfully slow, and 
inadequate for the circumstances. Replacing Nussbaum defuses the issue. 

The Clintons were followed to Washington by partners from the first lady's 
Little Rock employer, the Rose Law Firm. All were appointed to top White House 
and Justice Department jobs. They brought with them a briar patch of personal, 
firm and client dealings. The pattern of corner-cutting continues. 

All of this has a familiar odor, the protestations of official ignorance and 
innocence in the midst of getting caught busily covering one's tracks and 
political backside. This is risky business; just ask Presidents Nixon, Reagan 
and Bush. 

Clinton has one true ally left, independent counsel Robert Fiske. A careful 
compilation of the facts remains the best protection from friends and foes 
alike. 

March 3 

The Inter-Mountain, Elkins, W.Va., on the CIA: 

A top Russian diplomat has been expelled from the United States as a way of 
showing this country's outrage at the latest spy scandal. Perhaps some of the 
Central Intelligence Agency's so-called counterespionage experts ought to go 
with the Russian. Without their incredible failures, the whole affair never 
could have occurred. 

For years, high-ranking CIA official Aldrich Ames and his wife Rosario were 
pulling a cloak and dagger act in Washington. While in charge of a CIA section 
supposed to be spying on the Soviet Union and later Russia, Ames was passing 
information to the Kremlin, according to U.S. officials. Several spies on the 
CIA's payroll allegedly were caught - and some executed - as a result of Ames' 
work. 

During his eight years as a mole for Moscow, Ames was paid about $ 1.9 
million by his Kremlin handlers. He paid cash for a $ 540,000 home in 1989, then 
spent $ 99,000 improving it. He bought $ 165,000 in stocks and securities. He 
deposited more than $ l million in bank accounts from 1986-93. During the 
period, Ames was paid $ 69,000 a year by the CIA. 

Russian spy chiefs must have been astounded when no one in the CIA seemed to 
notice Ames' free spending. 

Clearly, someone at the CIA was asleep at the switch. Ames' spending should 
have been noticed. He should have been caught long before someone finally put 
two and two together. 
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As long as there arc nations, there will be spies. Even while the Cold War 
ntxll was in progress, the CIA was behaving as it it didn't have to worry about 
tnoles like Ames. 

If ever there was proof of the old saying that the "Central Intelligence 
Agency is a contradiction in terms," it is the Ames case. 

March 8 

Albuquerque (N.M. ) Journal on no-weapons contracts for students: 

A signed contract won't necessarily keep a student from bringing a gun to 
school but it could help reduce the number of gun incidents at schools each 
year. The no-weapons contract idea is certainly worth trying. 

The National Association of Secondary School Principals is asking students, 
parents and principals to help rid schools of guns and other weapons that create 
a "hazard to a safe learning environment." The organization is mailing copies of 
a contract that provides "specific, practical actions" to combat handguns and 
other weapons in schools to U.S. middle and high schools. 

Students would pledge not to bring weapons to school and to report any 
weapons they see. Principals would ensure that students could make anonymous 
reports about weapons on campus. Parents would affirm that they will teach their 
children about the dangers and consequences of guns and weapons use and will 
keep all guns and weapons they own under lock away from their children. 

Contracts alone won't stop the violence, but they might help overcome the 
mistaken, but all too common, message heard by children that guns are the answer 
to life's problems. 

March 2 

Waco (Texas) Tribune -Herald on the Brady law: 

The only people who are overselling the newly implemented Brady handgun 
control law are the people who oppose it. 

Their argument: It won't keep guns out of criminals' hands. It will only 
inconvenience law-abiding citizens. Criminals will still purchase handguns 
illegally. 

There's no denying any of the above, but that does not discredit the new law. 

In fact, those who use the above arguments are trying to discredit laws that 
have been on the books more than a quarter of a century - federal laws 
prohibiting felons, minors, illegal immigrants, drug addicts and the mentally 
incompetent from purchasing handguns. 

Even the National Rifle Association now supports those 1968 provisions (which 
it once opposed). Until ... Brady's enactment, federal laws may not have existed 
in many states. They weren't enforcing it. Now they will. ... 

Will the Brady law keep handguns out of criminals' hands? No way. But that 
doesn't mean the federal government should surrender on the issue. The Brady law 
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is not a Draconian step, just a bare minimum provision to enforce the law. 

So in the months to come, when opponents point out that criminals are still 
able to find weapons, the response should be, "That's true, but at least society 
is doing what it can to enforce federal law. Before Brady it didn't." 

March 6 

San Francisco Examiner on three strikes legislation: 

Baseball metaphors make bad laws. Legislation giving criminals "three strikes 
and you're out" is a grand illusion. It promises to make the rest of us safe 
from violent crime. But it cannot. 

It is sloganeering at its worst - kneejerk, pandering, brain dead. 

Lawmakers (passed and California Gov. Pete Wilson signed into law) ... a 
piece of "three strikes" demagoguery disguised as crime fighter. 

Here's the muddle: Because the bill makes no distinction between violent 
offenses and other serious felonies such as burglary, a defendant never 
convicted of a violent crime can be sentenced to prison for life. 

The cost of "three strikes" is likewise hazy - $ 3 billion extra each year in 
a ballpark figure for more prisons, more guards and bigger operations. 

Uncertain consequences of "three strikes" suggest strongly we should take our 
time, think hard and consider options. Before we throw the high, hard one, we 
should know precisely what we're doing. 

March 4 

The Post and Courier, Charleston, S.C., on politicians and TV: 

In Congress, special orders are anything but special. They refer to a speech 
given by a representative on a topic of his own choosing - one that is usually 
so legislatively meaningless that colleagues literally abandon the chamber. 

Special orders have become notable as C-SPAN has given lawmakers a potentially 
large television audience, even when nobody is watching or listening on Capitol 
Hill. 

While C-SPAN and the special order have combined to give congressmen a lot of 
free air time, its presentation kept the oratory of these would-be Websters in 
perspective. The camera would show the representative forcefully speaking on 
what was presumably a great issue of the day, and then pan to a chamber of 
vacant seats. 

This provided a complete picture: a congressman whose audience is confined to 
a recording clerk and perhaps a group of perplexed grade school children on tour 
in the gallery. But enough representatives realized how closely this 
approximated the theater of the absurd to force the deletion of wide-angle shots 
from House cameras, formerly fed to C-SPAN. 

According to a report from Knight-Ridder newspapers, C-SPAN viewers now can 
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expect only pictures of the speaker as he grandstands for the camera - no empty 
chamber scenes allowed. 

The current arrangement for vignetting those delivering special orders runs 
through May 23, when it will be reconsidered. Alas, it's probably too much to 
expect truth in programming from Congress, when it strikes so close to home. 

March 7 

The Daily Gazette, Schenectady, N.Y., on female circumsision: 

Female circumcision - or genital mutilation as some opponents call it - is 
practiced mostly in Africa, but there is concern that immigrants may be bringing 
it to the United States. 

Bills to outlaw it have been introduced at the federal and state level. Since 
the females in question are almost always children, and the practice is a matter 
of custom rather than religion, prohibition is justified. 

In certain African cultures, female circumcision is regarded as a 
purification and rite of passage. It includes at least three different types of 
operation, varying greatly in the degree of mutilation. 

They all share the goal of curtailing or -eliminating- pteasurer in 
sexual intercourse, which is seen as a necessary preparation for marriage - an 
assumption that would be regarded as unnatural and sexist by most Americans. 

The question arises: what about male circumcision, which is very common in 
the United States? 

Male circumcision, however, is a less drastic procedure, with much less 
dramatic effects. Furthermore, while medical opinion is split on the 
desirability of the operation on males, there is no medical justification for 
female circumcision. And while such religions as Judaism and Islam require male 
circumcision, which probably protects it under the First Amendment, no religion 
calls for female circumcision. 

It is probable that even if female circumcision were allowed in this country, 
the practice would not be passed on as the immigrants' descendants become 
acclimatized to American mores. Meanwhile, however, the government is entitled 
to take steps to protect girls who may be caught between two cultures. 

March 9 

Arab News, Jiddah, Saudi Arabia, on Whitewater: 

It is difficult to stir up any enthusiasm for the idea that Bill Clinton has 
been involved in corrupt dealings, let alone that the presidency is about to be 
rocked to its foundations. The Whitewater affair is no Watergate or Irangate. 

Little more than minor tax infringements and perhaps a naive and foolish 
cronyism by Bill Clinton while governor of Arkansas seem to be involved. 

Embarrassing, yes, but these are, as the White House says, no "high crimes or 
misdemeanors." understandably, few Americans have until now shown the slightest 
interest in the affair. . . . 
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The affair has undoubtedly damaged the administration, not because it is 
going to result in impeachment or anything so disastrous, but because it 
highlights the inadequacies of the Clinton team and forces it onto the defensive 
when it needs to devote all its energies into its policies, notably its social 
and health care reforms. The practice of each new president in surrounding 
himself in the White House with his buddies is understandable; he needs to have 
people around him that he knows and can trust. The trouble is that it creates a 
clique, with its loyalty to the man and not to the president. Rarely has that 
been more apparent in modern American politics. 

If Bill Clinton is to break out of the clawing mess that he and his team have 
got him into, he will have to break up the clique and bring in personal advisers 
who are not cronies from Little Rock. Only by doing so, can he rebuild his "Mr. 

Clean" image and get on the far more important job of running America. 

March 8 

Financial Times, London, on Whitewater: 

(H)eadlines suggesting that the Clinton White House is now seriously 
embroiled in the Whitewater affair . . . have caused groans in many foreign 
ministries. Not that ... Bill Clinton's administration is universally admired 
abroad. On the contrary, it has been the subject of much hand-wringing and 
e ye* ro i Ting* ov er “the -past-year . ~ ~ 

But the main charges against it were inexperience and lack of sustained 
attention to foreign policy issues. The former defect is now beginning to be 
healed, in the nature of things, by the passage of time. The latter may not be 
wholly curable but there have lately been signs of improvement. 

Nothing could be more certain to cause a relapse than for the president to 
get bogged down in a prolonged scandal . 

The heartiest wish of all those foreigners who depend on or have to deal with 
the U.S. must be that the affair could be got quickly out of the way. Alas, that 
is one thing that will certainly not happen. 

March 9 

Straits Times, Singapore, on NATO: 

If it does nothing else, Russian membership in NATO's Partnership for Peace 
plan will set a symbolic seal on the end of the Cold War. But, of course, the 
proposed alignment is expected to achieve a great deal more, reconciling 
Western, especially United States requirements with Russian aspirations. ... 

At one level, the United States wants a continuing viable role for NATO. At 
another, the awareness that European peace is now threatened much more by 
conflicts within, or between, the former communist states than by any hostile 
intentions toward NATO nations, prompted the search for more comprehensive 
security arrangements that would leave no one out in the cold. 

The West is especially conscious of the danger from a Russia that is not only 
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•rngry and isolated, but also simmer ing with internal discontent. Russia's size, 
potential and veto at the United Nations Security Council are further arguments 
for helping (Russian President Boris) Yeltsin's nation 'building. 

March 8 

Le Monde. Paris, on D-Day anniversary and Germany: 

(German Chancellor) Helmut Kohl will not be present on Omaha Beach June 6. to 
his great displeasure. The chancellor's participation at the 50th anniversary 
celebration of the liberating landing, next to Francois Mitterrand, Bill Clinton 
and the Queen of England, would have been the crowning glory of the political 
career of the man of state .... 

The affair is obviously delicate: what is being celebrated on Omaha Beach is 
the fraternity of the Allied armies. ... It is not a communal homage to the war 
dead. 

Moreover, this .celebration is not just an affair between French and Germans. 
It is not certain the British would have appreciated seeing the enemy of 
yesterday treated on the same level as the Allies. Therein lies the ambiguity. 
... It is hard to imagine Mitterrand celebrating next year with the Queen of 
England the 180th anniversary of the Battle of Waterloo. 

• -* -Me rch- + ■ ■ ■* - - ’ • 

II Manifesto, Rome, on International Women's Day: 

Fundamentalist death sentences, gang and individual rapes, physical harm and 
violence against women . .. tell us how liberated we have become and how our life 
is divided (among) home, husband, children and career. 

“ i 

This is not what the 8th of March (International Women's Day) was meant to 
be. March 8 has become an anachronism since the need for support of the second 
sex no longer exists. Women are not the second sex anymore, and this day becomes 
meaningful only when we recall that feminism brought about the roots of freedom. 
Women learned jto use the word when it had disappeared from political vocabulary. 
May politicians never try to take the word back! Trying to fence women into an 
electoral block with promises for the family would be useless. 

Women '8 protests came out in the open, and nothing can bury them, neither in 
life nor in the collective unconscious. This is a sign of healing in a century 
which keeps going back to its neuroses that are connected to the armed and 
bloody conflicts with which the century began. 

End Editorial Roundup 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 9. 1994 


LEXIS'- NBflS'fS LEXIS'- NEX1S'®* LEXB'-NEXEW 

Services of Mead Data Central. Inc 


V88 



2205 


Page 2 1 


LEVEL 1 - 6 OF 18 ITEMS 

Copyright 1994 The Houston Chronicle Publishing Company 
The Houston Chronicle 

March 9, 1994, Wednesday, 2 STAR Edition 


SECTION: A; Pg . 1 
LENGTH: 924 words 

HEADLINE: President niames Cutler as white House counsel 
BYLINE: GREG MCDONALD, HOUSTON CHRONICLE WASHINGTON BUREAU; Staff 
DATELINE: WASHINGTON 
BODY 

WASHINGTON -- President Clinton named veteran Washington lawyer 
Lloyd N. Cutler Tuesday as a special counsel to the White House, in 
a bid to calm the political storm over whether presidential aides 
tried to interfere in a federal probe of a failed Arkansas thrift 
with ties to their boss. 

Cutter, 76', who served— in the same post under -former 
President Carter, said he wasn't anxious to take the job and had 
agreed to fill it only for 130 working days. 

Citing his age and the •"rigors'' of the assignment. Cutler 
said he would stay on only long enough to sort out the White House 
counsel's office and establish clearer ethical guidelines to help 
•"maintain public confidence in the integrity and the openness of 
the presidency. 

Clinton said he had picked Cutler because he is a man of 
••impeccable professional credentials and the highest ethical 
standards . " 

••Nothing is more important to me or to my administration 

than to secure, maintain and deserve the trust of the American 
people, 1 ' the president said, acknowledging that meetings between 
some of his top aides and Treasury Department officials about the 
investigation of Madison Guaranty Savings and Loan may have created 
the appearance of impropriety. 

However, Clinton continued to insist that neither he nor 
his staff had attempted to subvert the federal inquiry into Madison 
and its connection to the money- losing real estate investment that 
he and his wife, Hillary Rodham Clinton, made in the Whitewater 
Development Co. in the 1980s. 

••I'm very relaxed about this. I did not do anything wrong . 
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There is nothing here. ' ' Clinton said. 

Cutler, widely respected for his shrewd political judgment, 
will replace Bernard NusSbaum who resigned under pressure following 
a report that Treasury Department officials provided him with 
confidential information on the status of the federal inquiry into 
Madison Guaranty, based in Little Rock. 

Madison owner James McDougal was the Clintons* partner iii 
Whitewater, and investigators are trying to determine whether he 
used the SSL's funds to help prop up the failing real estate 
venture or to help Clinton retire his 1984 gubernatorial campaign 
debt. 

The recruitment of Cutler underscored the toll the 
Madison- Whitewater affair has taken on the administration. 

Nussbaum and five other senior White House officials have 
been subpoenaed to testify in the probe being conducted by special 
Justice Department counsel Robert B. Fiske Jr. Three Treasury 
officials and one former Treasury aide have also been subpoenaed, 
and the White House has been ordered to preserve any information 
related to three meetings the presidential aides held with the 
Treasury officials. 

Clinton acknowledged Tuesday that the White House records 
search being conducted under subpoena had turned up evidence of 
other 4 "contacts'' between his aides and federal officials involved 
in or familiar with the investigation. But he insisted they were 
only ""follow-up conversation' ' to previous meetings and had 
""nothing to do with the substance'' of the investigation. 

Clinton has insisted he was never briefed on the meetings. 

But he reiterated Tuesday that he was told ""sometime in October" 
that the Resolution Trust Corp.. an independent arm of the Treasury 
Department responsible for closing failed SfcLa, had referred the 
Madison case to the Justice Department for possible criminal 
prosecution. 

The president and his wife were named in the referral as 
possible beneficiaries of questionable Madison dealings but were 
not cited as having done anything illegal. 

Still, Clinton’s admission that he had been told about the 
referral before it was made public on Oct. 31, raised questions 
about whether the information was passed on to him improperly. 

The ethical questions were at the heart of an ABC News poll 
Tuesday in which 49 percent of those surveyed said they viewed the 
Madison-Whitewater affair as a serious matter. That number 
represented an increase of 16 percentage points over a previous 
poll, an indication Clinton's credibility has been damaged. 

But 60 percent of those surveyed said they thought the 
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Republican attacks over Whitewater are aimed more at trying to 
destroy Clinton’s presidency than in searching Cor the truth behind 
the affair. 

The partisan attacks intensified Tuesday as Republicans 
continued to call for congressional hearings on the issue. A group 
of House Republicans released a list of so-called 
Madison- Whitewater ""witnesses’’ they want summoned to testify 
before the House Banking Committee when it holds a hearing in two 
weeks on the RTC's cleanup of failed S&Ls. 

The list includes all of the top Clinton aides who have been 
subpoenaed by Fiske. as well as Treasury and RTC officials. One 
Democratic staff member on the committee portrayed the Republican 
move as an attempt to turn a routine hearing into an inquisition on 
Whitewater. 

The committee is chaired by Rep. Henry B. Gonzalez, D-San 
Antonio. He has shown no inclination to hold Whitewater hearings, 
but he is considering whether to yield to Republican demands and 
invite the witnesses to testify at the RTC hearing. 

Fiske has asked Congress to hold off on hearings out of 
concern that they could interfere with his own investigation. In a 
letter to Fiske, Gonzalez assured him that he was not interested in 
holding hearings specifically on the Madison-Whitewater issue. But 

he warned that he might not be able to block the GOP's political 
maneuvering. 


GRAPHIC: Mug: Lloyd N. Cutler 
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President Clinton on Tuesday enlisted eminent Washington lawyer Lloyd N. 

Cutler in the effort to safeguard the reputation of the White House, even as he 
acknowledged that his staff had several previously undisclosed contacts with 
federal regulators about the Whitewater controversy. 

In announcing that Cutler would serve as special counsel to the President for 
130 days, Clinton said that the additional contacts were incidental, involving 
mostly follow-up phone calls and informal, hallway conversations about earlier 
meetings. They had "nothing to do with the substance" of the regulators' case, 

Clinton asserted in a press conference that served as a forum for his second 
lengthy discussion of Whitewater in as many days. 

White House aides declined to provide further elaboration about the contacts, 
which came to light as Administration officials searched their files, trash 
baskets and phone logs to comply with a request from Whitewater special counsel 
Robert B. Flake Jr. for any documents related to the Whitewater matter. 

With the selection of Cutler, who 15 years ago served in the same role in the 
White House of President Jimmy Carter, Clinton is turning again to a consummate 
Washington insider. 

Introducing Cutler in the White House briefing room, Clinton said the 
76-year-old lawyer- lobbyist is a man of "seasoned judgment, impeccable 
professional credentials and the highest ethical standards. ... I wanted a 
Lloyd Cutler type of lawyer, so I just decided I would go to the original first 
and see how I could do . " 

The Whitewater special counsel was appointed by Atty. Gen. Janet Reno to 
investigate the President and First Lady Hillary Rodham Clinton's partnership 
with the owner of a failed savings and loan in an Arkansas real estate company 
known as the Whitewater Development Corp. 

Among central questions that Fiske will try to answer is whether funds of the 
SAL were used to pay off campaign debts of then- Gov. Clinton and whether its 
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funds were diverted to Whitewater. Aides left open the possibility that a review 
of the documents will unearth still more contacts between White House aides and 
regulatory officials, although they insisted that those too would be incidental. 

The issue of contacts between White House aides and regulators has given rise 
to new and troubling questions about Whitewater, suggesting that white House 
officials were meddling in an official inquiry or at least improperly benefiting 
from information gleaned from it. 

The question of improper contacts with investigators, along with other 
political missteps, forced the resignation Saturday of White House counsel 
Bernard Nussbaum. Cutler's temporary appointment will give the White House time 
to find a permanent replacement as the President's counsel. 

Cutler, describing himself as a senior citizen, said he had to "negotiate 
hard" to ensure that he would not have to remain in the intensely demanding job 
for more than a few months. He said that, although he would fulfill all the 
duties of the position, he would concentrate on "the procedures and actions 
necessary to maintain public confidence in the integrity and the openness of the 
presidency. " 

"Trust is the coin of the realm, " he said, adding that he thought Nussbaum 
"had a lot of bad luck." 

Cutler said he had "put a limit on how long I would stay, in part because I 
know how tough a job this is and I know how old I am, in part because I'm 
married fairly recently {three years) to a very young and peppy wife and I want 
to spend some more time with her." 

The 4 5 -minute press conference -- carried live by four networks -- was 
another effort by Clinton to demonstrate his willingness to tackle difficult 
questions. Smiling and even joking as he fielded dozens of queries, Clinton 
insisted: "I'm very relaxed about this. I didn't do anything wrong. There's 
nothing here . " 

Without making a firm commitment, Clinton suggested that he has no intention 
of invoking "executive privilege" to prevent release of any White House 
documents. The protection is designed to guard the presidency from undue 
scrutiny by other branches of government. 

"I have no idea what will come up but it is hard for me to imagine a case in 
which I would invoke it," Clinton said. "My interest here is to get the facts 
out . " 

Later, Clinton, Mrs. Clinton, Vice President Al Gore and his wife. Tipper, 
met with White House staff members in an East Room session designed to bolster 
spirits and to encourage the staff to rise above the Whitewater turmoil. 

In his press conference, Clinton shed more light on how he may have learned 
of an Oct. 8 meeting in which White House officials were notified that the 
Resolution Trust Corp., which is overseeing the liquidation of failed savings 
and loans, would seek a Justice Department investigation of Whitewater. 

Questions have been raised about whether Clinton learned of the request 

LEXIS'- NEXIS4S LEXIS- NEXIS« LEXIS- NEXIS« 

Services of Mead Data Central, Inc 


44632 



2210 


i 


Los Angeles Times, March 9. 1994 


Page 26 


before it became public and thus gained the knowledge improperly. On Monday 
Clinton said he "probably" learned of the request from Bruce Lindsey, his aide 
and longtime confidant, although he added: "I literally don't remember." 

On Capitol Hill, meanwhile, Republicans kept up their pressure for special 
Whitewater hearings, rejecting Democratic arguments that a congressional inquiry 
would only compromise Fiske's investigation. Republicans on the House Banking, 

Finance and Urban Affairs Committee released a list of 40 witnesses that they 
hope to call to testify at a March 24 hearing on the performance of the RTC. 

The list resembled a Who's who of the Whitewater controversy, from senior 
white House aides to RTC officials and members of the Rose Law Firm in Little 
Rock, Ark., where Mrs. Clinton was a partner. 

Among the witnesses the Republicans hoped to call are White House Chief of 
Staff Thomas (Mack) McLarty; Deputy Treasury Secretary and RTC head Roger 
Altman; Nussbaum; James B. McDougal, owner of the failed Madison Guaranty 
Savings & Loan; his ex-wife, Susan McDougal, and Hillary Clinton aides Margaret 
Williams and Lisa Caputo. 

Clinton said he would try to cooperate if Congress decides to conduct 
hearings on Whitewater. 

i f - ’ Co ng r es s rg n ore’s Ftske ■ s req ues t Ti n t ~itr~tronvene fio hearings because of 
the danger to future prosecutions, "then I think that's something we would have 
to take very seriously, " he said. "My inclination would be to obviously 
participate . " 

Aides said that, although other names of candidates were discussed as 
Nussbaum 's replacement, Cutler was the most serious contender from the 
beginning . 

The President and top aides discussed the choice over the weekend. On Sunday 
night, McLarty visited Cutler at his home, then returned with him to the White 
House about 8 p.m. for a two-hour conversation with Clinton. 

On Monday, after sleeping on the issue, Clinton told McLarty to offer Cutler 
the job. 

Cutler, wealthy from a long and distinguished legal career, said he had 
offered to serve without compensation. He said he is considering suggestions 
that he accept a salary and donate it to the U.S. Treasury to help reduce the 
deficit, or take a $l-a-year salary. But he asserted that, although he would not 
leave his law firm -- Wilmer, Cutler & Pickering of Washington --he would 
observe all federal ethics rules designed to prevent conflicts of interest. 

Cutler has long been associated with liberal causes but has represented so 
many interests over his long career that his ideological identity is not always 
easy to discern. 

He has been retained by the leading lights of American industry, from IBM to 
the Big Three auto makers, whom he helped to avoid threatened car-safety rules 
that they opposed. His work on behalf of corporations has prompted angry 
denunciations from consumer advocates, such as Ralph Nader. 
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He startled Democrats by unsuccessfully pushing for che Supreme Court 
nomination of conservative appeals court Judge Robert H. Boric during the Ronald 
Reagan presidency and he championed the unsuccessful attorney general nomination 
by Clinton of Zoe Baird, a Democrat who worked for him at the White House. 

His long and varied career has also given rise to certain ironies. 

In their health care reform efforts, the Clintons have made drug companies 
ons of their favorite targets. But their new Lawyer was hired in 1962 by the 
Pharmaceutical Manufacturers Assn, to head off efforts in Congress to control 
drug prices. 

In a related development, a Rose Law Firm courier in Little Rock, who has 
told a grand jury that he helped shred documents from the files of the late 
White House deputy counsel Vincent Foster, said Tuesday that the order to do so 
came after Fiske had announced that his investigation would include the 
circumstances of Foster's apparent suicide, the New York Times reported in 
today's editions. 

Jeremy Hedges, a part-time employee of the firm, told the newspaper that he 
shared the chore with another courier, Clayton Lindsey. Both couriers have said 
that they told grand jurors that they knew the papers belonged to Foster because 
the box and the file folders inside bore Foster's initials. Both couriers said 
they saw many of the papers they shredded and none mentioned Whitewater . 


Ron Clark, a Rose partner and its chief operating officer, confirmed in an 
interview with the Los Angeles Times on Tuesday that documents were destroyed 
after Fiske' • appointment but said they had nothing to do with Foster or the 
Whitewater case. Clark said four Rose firm witnesses -- two clerks and two 
lawyers -- are willing to verify as much under oath. 

The account of the shredding provides no strong evidence of wrongdoing but 
does fuel speculation about a possible cover-up. The documents apparently were 
destroyed before Fiske issued a subpoena for documents in the case. 

Foster had worked on Whitewater matters, as a member of the Rose firm and 
later at the white House. 

Times staff writers John M. Broder and Michael Ross contributed to this 
story. Broder reported from Little Rock and Ross from Washington. 

Profile: Lloyd N. Cutler 


Background on the new white House counsel: 
• Born: Nov. 10, 1917 


* Education: Graduate of Yale university and Yale Law School 


* Career highlights: From 196B-69, served as executive director of the 
National Commission on the Causes and Prevention of Violence. Served as White 
House counsel in the Jinny Carter Administration, 1979-tl. Served as a member of 
the President's Commission on Federal Ethics Law Reform in 19S9. Partner in the 
law firm of Wilmer, Cutler & Pickering in Washington. 
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• Personal: widowed in 1988; married former Rhode Winton Kraft in 1989. Three 
daughters, one son from first marriage. 

• Quote: "Trust is the coin of the realm." 

Source: Associated Press 

GRAPHIC: Photo, COLOR, President Clinton with Lloyd N. Cutler, the new 
temporary White House counsel, at a news conference. Associated Press 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 10. 1994 
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Lloyd N. Cutler was appointed special counsel to the President today and said 
White House aides would testify before any Congressional inquiry into the 
Whitewater case. 

Trying to demonstrate the openness that he had promised on the matter, Mr. 
Clinton said at a news conference in which he announced the appointment that he 
•^WldTjatTiy t6 use the powers of hie office to shield himself from scrutiny. 

Moreover, Mr. Cutler said. "In government, as in other aspects of life, 
trust is the coin of the realm, and Mr. President, I pledge myself to do what I 
can to assure that trust is maintained.” 

A Peeling of Relief 

The appointment of Mr. Cutler, 76, who has agreed to serve as counsel for 
the next few months, was announced with evident relief by Mr. Clinton as the 
centerpiece of the Administration's effort to bounce back from recent reversals. 
The most serious of those setbacks was the disclosure last week that white House 
aides and Treasury Department officials had discussed the Federal investigation 
of Madison Guaranty Savings and Loan, a failed Arkansas institution with ties 
to the Clintons. 

But White House officials also acknowledged today that there had been other 
contacts between White House and Treasury officials about the handling of the 
Madison investigation. Mr. Clinton said those contacts were "incidental and were 
follow-up conversations which had nothing to do with the substance of the R.T.C. 
investigations . " 

Officials said there were only ”a few” such conversations but would not 
detail them. They said they would consider releasing the list of contacts after 
subpoenaed documents are handed over on Thursday to Robert B. Fisks Jr., the 
special counsel investigating the investment by Mr. Clinton and his wife, 
Hillary, in the Whitewater Development Company, an Arkansas real estate venture, 
and the company's ties to Madison Guaranty. 

Delaying Testimony 
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While six senior White House officials have received subpoenas from Mr. 

Fiake compelling them to appear in court that day. a lawyer Involved in the case 
naid at least some of them had won Mr. Fiske's permission- to delay their 
testimony until at least next week. Some have retained their own lawyers only in 
recent days, leaving them little time to prepare for the grand jury appearance. 

A senior Administration official said tonight that the Treasury Department 
had been served with an additional subpoena today covering all papers relevant 
to the inquiry and that officials there had requested more time beyond the 
Thursday deadline to assemble the documents. 

"We can't possibly scour all the files by Thursday." the official said. 

The official said White House officials had now disclosed "scores" of 
contacts among them on the Whitewater matter. But the official characterized 
most of the contacts as brief conversations. 

Mr. Clinton appeared angry and on edge on Monday, when he defended the 
integrity of his wife. But today he appeared relaxed, insisted that he was not 
bitter and spoke at length about the issue. 

"Do we need some changes in the syst/Mt?" the President asked. "Is Lloyd 
Cutler the person to help us do that? I think the answer is yes. I think he 
un de rst a nds how to- -strike -the pr op er bytancer" ' “ ' -*•*—*- «■ 

Mo Government Pay 

Mr. Cutler, a prominent lawyer who held the counsel's job in the Carter 
White House . said during the news conference that he agreed to serve for no more 
130 working days, and will work without pay. But his status as * short-time 
"special Government employee" will allow him to receive at least part of his 
annual salary from his law firm, which associates estimated at $450,000. 

As a special employee, Mr. Cutler can continue to represent some outside 
clients, and Presidential aides said he would do so in "one or two cases" that 
do not involve the Government. 

In appointing Mr. Cutler, Mr. Clinton took pains to reach outside the circle 
of close friends and Arkansas associates who are at the center of his recent 
troubles. It was the most recent example of what has become almost a reflex in 
the White House: trying to cure the problems that threaten to swamp the 
Administration by hiring an outsider who is believed to lend support to a staff 
often hamstrung by its own inexperience and apparent ineptitude. 

Immediately after the news conference, Mr. Clinton and Mr. Cutler, along with 
Mrs. Clinton, Vice President A1 Gore and the White House chief of staff, Thomas 
F. McLarty 3d, went to the Bast Room in an effort to buoy the spirits of 400 
aides assembled there. 

In what officials described as an upbeat presentation, Mr. Clinton reiterated 
his commitment to high ethical standards and urged the staff not to let the 
travails of the Whitewater case interfere with their work. 

Both Mr. Clinton and Mr. Cutler declined to criticise Bernard W. Nussbaum, 
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Mm White Mouse couneel who resigned under pressure on Seturdsy efter 
disclosures that he had attended all three nestings with the Treasury officials 
that have been discussed. Mr. Nussbaua. whose resignation does not go into 
effect until April 5. will continue to work in the counsel's office under Mr. 
Cutler during the transition. 

But at the news conference, both Mr. Cutler and Mr. Clinton asserted that 
business would be conducted differently in the future. 

"When it cones to the President's private affairs, particularly private 
affairs that occurred before he took office, those would be handled by his own 
personal private counsel, and in my view not by the white Bouse counsel." Mr. 
Cutler said. 

Indeed, Mr. and Mrs. Clinton have already retained a private lawyer, David 
Kendall, to represent their interests before Mr. Piske. Mr. Nussbaua had 
insisted that his duties as white Rouse counsel extended to all legal natters 
for the President. 

List of Witnesses 


But as Mr. Clinton tried to raise norale at the White Bouse, ruablinga 
continued elsewhere in the capital. In Congress, Republican nenbsrs of the Bouse 
Banking Coonittee disclosed a list of 40 witnesses ranging froa top white Bouse 
' "officials to bank secretaries iff Little R oc k whoa they want t o -testi f y st‘n - 
hearing this nonth on the Whitewater affair. 

Barlier today, Joel I. Klein, the deputy White Bouse counsel who is handling 
ouch of the Adainistration's response to the Whitewater inquiry, spoke by 
telephone with a lawyer working with Mr. Piske about what one official described 
as the expected "transfer of docunents" in response to the subpoenas issued last 
week. White Bouse officials have refused to describe the voluas of intonation 
that is now being staaped and catalogued before being turned over to Mr. Piske. 

"I an satisfied with the cooperation I have received froa the White Bouse," 
Mr. Piske said today. "So far they've been very responsive." 

More than 400 aeabers of the white Bouse staff have signed letters certifying 
that they have searched their wastebaskets, files and coaputers for intonation 
that night neat Mr. Piske's danand for "any and all" intonation about a Federal 
investigation into Madison Guaranty, the failed Arkansas savings and loan. 

The natter is sensitive because the Clintons were naaed as possible 
beneficiaries of illegal action by the savings and loan; it was the disclosure 
of three discussions about the investigation between White Bouse and Treasury 
Departaent officials that proapted Mr. Piske to subpoena the White Bouse and six 
senior White Bouse aides ^ 

Mr. Clinton said that he had not yet searched his files to coaply with the 
terns of the subpoena but that he expected his staff secretary, John Fodesta, to 
turn over any notes he nay have taken. 

"I've still not been acc us ed of anything wrong, and Z'a not going to do 
anything wrong," Mr. Clinton said. "I revere the responsibility that I have been 
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given and X am not going to abuse it.” 

Mr. Cutler said he plans to spend his time at the counsel's office 
establishing procedures that will guard against improper contacts among 
Administration officials on legal matters. 

N We have a ways to go." said one senior White House official. "Obviously 
nobody has claimed that this is, by any means, over. It does mean we're making 
significant progress." 

Mr. Cutler said part of the system he would institute would require White 
House employees to record future contacts with other officials. 

"Lloyd talked about some of the ways he had organized the legal office under 
Carter, and as a lawyer himself, the President was quite impressed with mourn of 
those arrangements and techniques," the senior White House official said. 

While agreeing that they would cooperate with imminent Congressional 
investigations to demonstrate their new openness. White House officials 
continued to maintain that they are victims of partisan attack. Mr. Clinton 
directed a jab at his current chief nemesis. Senator Alfonse M. D' Amato, 
Republican of New York. 

"The Republicans have decided that Senator O' Amato will be the ethical 

none -too -subtle reference to Mr. O' Amato's own past ethical problems. "That is 
their right to do that . " 

In the Senate, Bob Dole of Kansas, the Republican leader, declared that 
"sooner or later there will be some hearings," and he warned that Republicans 
would make this a campaign issue to force the hand of Desecrate. 

But Democrats continued to resist. Senator George J. Mitchell of Maine, the 
Democratic leader, dismissed the call for hearings as a political stunt to 
embarrass President Clinton. 


On the question of whether Democrats could withstand the pressure in an 
election year. Mr. Mitchell declared: "So, what's new? Republicans campaigning 
against Democrats?" 

The House Banking Committee has already scheduled a hearing for March 24 on 
the progress of the savings and loan bailout being handled by the Resolution 
Trust Corporation. The list of witnesses proposed for the session in a letter to 
the committee chairman. Representative Henry B. Gonzalez of Texas, includes Mr. 
McLarty; Mr. Nussbaum; Harold M. Ickes and Mark D. Gear an. deputy White House 
chiefs of staff; Bruce Lindsey, a senior Clinton aide, and Deputy Treasury 
Secretary Roger C. Altman, the acting head of the Resolution Trust. 

The Republicans also asked for testimony from James B. McDougal, the 
Clintons' partner in the Whitewater venture and the head of Madison Guaranty, 
and from Government investigators from the Justice Department and the R.T.C. 

Beginning Monday night, White House janitors were permitted to begin emptying 
wastebaskets that had been ordered untouched since Friday night to insure that 
crucial documents were not thrown away. But the Secret Service remains under 
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orders to save burn bags containing classified information until at least 
Wednesday, and White House technicians have been put on indefinite notice not to 
destroy computer files. 

First Choice 

Nr. Cutler quickly emerged as the first choice of White House aides who 
began considering a replacement for Mr. Nussbaum even before he announced he was 
stepping down, senior aides to Mr. Clinton said today. 

With officials uncertain about whether the 76 -year-old Mr. Cutler would 
accept the job, they also discussed several alternatives, including Charles F. 

C. Ruff, the former United States Attorney here. Mr. Ruff had been seriously 
considered as someone who could take on the counsel job permanently. 


GRAPHIC: Photo: Lloyd N. Cutler, the new special counsel to the President, as 
he left his hosts in Washington yesterday. Man in the News, page B7. (Associated 
Press) 
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The law firm employee who testified before a Federal grand jury about 
destroying documents from the files of Vincent W. Foster Jr. now says he was 
told to shred the material after a special prosecutor had announced that he 
would look into the suicide of the White House aide. 

Jeremy Hedges, a part-time courier at the Rose Law Firm in Little Rock, Ark., 
pinpointed the date in a telephone interview today. Mr. Hedges said that when he 
had fed the documents into the firm's shredder, he had already heard of the 
appointment of Robert B. Fiske Jr. as special counsel. 

At the time of his appointment on Jan. 20, Mr. Fiske said that he would not 
only be investigating the Whitewater real estate venture, in which President 
Clinton and his wife were partners, but also looking into the circumstances of 
the suicide in July of Mr. Foster, a longtime friend of the Clintons who was a 
deputy White House counsel and who in private practice represented the Clintons 
in Whitewater and other personal matters. 

Even before a subpoena is issued, the law prohibits people from intentionally 
impeding an investigation by destroying evidence they know investigators want. 

What to Tell Investigators 

The courier also said today that he and the other couriers employed by the 
Rose firm met with two of the firm's partners in February and that one partner 
challenged his recollection that he had shredded documents belonging to Mr. 

Foster and then cautioned him against relating "assumptions” to investigators. 

Mr. Hedges said that although the partners had encouraged the couriers to 
cooperate fully with investigators, he felt that the sense of the meeting was "I 
should not tell them something they did not ask." 

Ron Clark, a partner in the firm and its chief operating officer, said in a 
telephone interview today that the meeting's only goal was to insure complete 
cooperation with Mr. Fiske' s inquiry. Mr. Clark, who presided over the meeting, 
said Jerry Jones, the partner who counseled against assumptions, "was trying to 
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nay: 'They a ll be asking a lot of questions. Just tell them the facts.’ " 

The firm, whose former partners include Hillary Rodham Clinton, Associate 
Attorney General Webster L. Hubbell, and an assistant White House counsel, 
William H. Kennedy 3d, asserts that the documents Mr. Hedges shredded were an 
assortment of internal firm papers that did not come from Mr. Foster's files. 

Mr. Clark said that the firm had four witnesses, two lawyers and two clerks, who 
support this account. He declined to identify them but said they were prepared 
to testify. 


Mr. Hedges said today that the explanation was "hard for me to believe." He 
said the box and all its file folders were marked "VWF, " the firm's shorthand 
for Mr. Foster. He said that he had glanced at a handful of the documents and 
that some were letters on the firm's stationary that bore Mr. Foster's 
signature. 


None of the documents he saw related to the Whitewater Development Company, 
Mr. Clinton's real estate investment, or James B. McDougal, Mr. Clinton's 
partner in Whitewater and the owner of the failed Arkansas savings and loan that 
is at the center of Mr. Fiske's inquiry, Mr. Hedges said. 

After Mr. Foster's death, the removal of the files about Whitewater from his 
white House office led to much of the pressure on Mr. Clinton to ask for a 
special prosecutor. 

v ”~ v ~* Mfffct large law firms routinely dispose of sensitive client files by shredding 
them. Mr. Clark said last week that the Rose firm set up a shredding system in 
1991 in anticipation of greater scrutiny by reporters during Bill Clinton's 
Presidential campaign. 

Questions about shredding at Rose first arose in February, when The 
Washington Times reported that an unidentified employee said the firm had 
destroyed large quantities of Whitewater documents. Shortly afterwards, Mr. 

Fiske served subpoenas on law firm employees and issued an order admonishing the 
firm against destroying any evidence in the case. 

Couriers Called to Meeting 

Mr. Hedges said the couriers were then called to a meeting with Mr. Clark 
and Mr. Jones. 


He said Mr. Clark began by instructing everyone to tell what they knew to Mr. 
Fiske's investigators. At that point, Mr. Hedges said, he disclosed his 
intention to report the shredding of Mr. Foster's documents. 

"X said," Mr. Hedges recounted, "X shredded some documents of Vincent 
Foster's three weeks ago." 

Mr. Jones replied with skepticism. "He said: 'How do you know they were 
Foster's? Don't assume something you don't know. 1 " 

Mr. Hedges insisted he was certain the documents came from Mr. Foster's 
files, but he said Mr. Jones then told the couriers: "Don't assume they had 
anything to do with Whitewater." 
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Mr. Hedges said today that he waa convinced that the documents had once been 
part of Mr. Poster's files. 

"The file folders were stacked up neatly and the tabs all said. ' VWF 
Correspondence,’ ’ VWF notes,' 'VWF pleadings.' it looked like every file box 
I’ve ever looked at in the firm," he said. In addition, he said, the box had the 
initials VWF on its side and he looked at several letters in the file that bore 
Mr. Foster's signature. 

Mr. Clark said the letters might be explained by the fact that the box 
included files from the firm's recruiting efforts. Mr. Foster, he said, 
routinely sent letters to lawyers the firm was seeking to hire. He acknowledged, 
however, that the box of documents the firm says was shredded should not have 
had binders bearing the initials VWF. "I can't give you any fact that is going 
to resolve that," he said. 

Mr. Hedges said he had fed documents into a shredding machine for 30 minutes 
before being relieved by another courier, who took another 30 minutes to finish 
the job. 

Another Employee's Account 

Clayton Lindsey, the courier who took over the shredding, said in a 
, telep ho ne i n ter vi ew - today ’that - tie , too, '’Clearly r emem b e red the VWF markings on 
the binders. Mr. Lindsey said that when he placed documents into the mac h i n e, he 
generally keeps them in their jackets. The tabs, with identifying initials, are 
typically facing up. 

"I saw the same stuff Jeremy did," Mr. Lindsey said. N X saw the initials on 
the side of the box and on some of the manila folders. It said VWF 
correspondence and like that. I didn't look into any of them." 

Mr. Lindsey has been interviewed by the F.B.I. but has not testified to the 
grand jury. 

In his Feb. 16 testimony before the grand jury, Mr. Hedges said only that the 
incident happened three weeks previously, or in the same week as Mr. Fiske's 
Jan. 20 appointment. But in the interview, Mr. Hedges said he had distinctly 
recalled hearing of Mr. Fiske's appointment when he was asked by a file clerk in 
the firm to carry out the shredding. 


GRAPHIC: Photo: Jeremy Hedges, a courier at the Rose Law Firm in Little Rock, 
Ark. , says he began shredding papers from the files of Vincent W. Foster Jr. 
after a special counsel said he would look into the Clinton aide's suicide. 
(Spencer Tirey for The New York Times) (pg. B7) 
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From the moment she first became a major player in national politics, Hillary 
Rodham Clinton has been a combination of brilliant technocrat, political wife, 
new woman, savvy adviser and power behind the throne, confusing and compelling 
in equal parts. 

Oh, but you ain’t seen nothin' yet. 

The more information that emerges about Whitewater and related matters, the 
more central Mrs. Clinton's role becomes, from her connections and cases at the 
Rose Law Firm to her handling of the family finances to her reported opposition 
to a special prosecutor. 

While once the white House considered how best to cooperate with an 
investigation while maintaining that there was nothing to investigate, now the 
aides who serve the President -- and the First Lady, too -- must deal with the 
Hillary problem. 

The gerrymandered district of wife-adviser*power broker that Mrs. Clinton has 
carved out over a long marriage both to Bill Clinton and to public life is 
revealed in all its complications. And the Administration is left to develop a 
historic and extraordinarily difficult role -under- fire for the first First Lady 
important enough to be at the center of a major political mess. 

On Monday the President offered an emotional defense of his wife. Granted, 
he was answering a direct question from a reporter, and if he had been brief and 
dispassionate I can promise you that today we pundits would be writing about a 
rift in the First Marriage. 

Still, he came perilously close to a "little woman" defense of Mrs. Clinton. 

"I can tell you this, I believe I'm a better authority than anybody else in 
America on my wife," said Mr. Clinton. "I have never known a person with a 
stronger sense of right and wrong in my life." 

There's something silly about an I -love -my- wife defense for the most powerful 
player in the Clinton Administration; it's oldthink for a new age. One of the 
most winning things about Mrs. Clinton is that she came to us with no excuses 
for being tough, smart and willing to fight for her point of view, and that she 
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never cast righteous opposition as sexism. It was clear that she expected a 
level playing field. 

She should not change now. now that the playing field is legal investigation 
and partisan witch hunt, liberally mixed. It would be preposterous to cast Mrs. 
Clinton as the little woman, beaten up by the big bad boys in the Congress; she 
has been such a towering figure, not browbeaten or outbrained by anyone. She 
cannot have it both ways, even if both ways has been how she has had to operate. 
Her grasp of the issues at a health care hearing is staggering; then someone 
asks who designed her suit. 

The original Hillary problem, which turned out to be no problem at all* was 
her wish to move beyond the standard First Lady role* to use her acumen in a 
policy position, to be judged by her capabilities alone. The new Hillary problem 
is that judging her by her capabilities alone in the context of Whitewater is 
impossible. 

It's all very well to say that if Mrs. Clinton has truly been a success in 
bringing America up to speed on full participation for women, then the price she 
will have to pay is being treated like any other powerful political figure, male 
or female. But. she is not like any other political figure. 

During the campaign the closest anyone could come to an analogy was to Robert 
Kennedy and his brother Jack. But a man can distance himself from his brother* 

- and many-do. When he distance*- hi«ore*f from-his -wifer,- ie*a" fc caiied divorce;' 

Mr. Clinton's record of cutting and running indicates strongly that* were 
Hillary Rodham Clinton still Hillary Rodham, a special assistant to the 
President with some of the same questions surrounding her past actions and 
associations that surround them today, the President would be getting ready to 
accept her resignation "with deep regret." 

Luckily for those of us who believe Mrs. Clinton is a considerable benefit to 
the country, that won't happen. What will happen instead is that Hillary 
Clinton will once more break new ground, this time as a Presidential 
adviser-spouse in the midst of a political maelstrom. It will take a great mind 
to determine how to play this out. Luckily, we have a great mind in the white 
House, unfortunately, she's the one most involved in the mess. 
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A potentially destructive battle over how beat to investigate the Whitewater 
affair has erupted between Republicans who are pressing for Congressional 
hearings and the independent counsel. Robert Fiske, who is pursuing a criminal 
investigation. 

Mr. Fiske fears that a rogue Congress could foul up his work •• which it 
could if it plunges ahead with abandon. But Congress has a clear right to ask 
questions about government regulation of the savings and loan mess in A rk a n sa s 
and. even more urgently, about whether the recently disclosed White House 
meetings with bank regulators represented an attempt to obstruct justice. 


The challenge now is for both sides to figure out a way for Congress to 
conduct legitimate inquiries without impeding a thorough and fair criminal 
investigation. 

The White House and many Democrats complain that Republicans are merely out 
to embarrass the President and Mrs. Clinton. That is surely true of some -- but 
the public has a right to know whether the White House is abusing its power. 

Mr. Fiske concedes that Republicans like Representative Jim Leach are correct 
to insist on Congress's oversight responsibility. Even so. he fears that any 
hearings "would pose a severe risk” to his inquiry. That exaggerates the danger, 
so long as Congress refrains from granting key witnesses ismunity --a problem 
that ultimately doomad Iran-contra prosecutions. The Republicans have already 
said they would not offer immunity. 

Mr. Fiske is on stronger ground when he argues that Congressional hearings 
could lead to "tailored” testimony from witnesses who slight adjust their stories 
after gaining access to documents or testimony before Congress. That risk, 
however, can be minimised if Congress agrees to delay its h e a r ings and give Mr. 
Fiske time to interview the major players, especially those in the white House 
and the Treasury Department. In any case, the risk is not sufficient to justify „ 
asking Congress to abandon its oversight role until the end of an investigation 
of uncertain length. 

Like most prosecutors, Mr. Fiske seeks complete control of the case. But he 
ignores the fact that similar Congressional hearings in the past have produced 
significant new information that has ended up helping prosecutors to ma ke their 
case. Indeed. Mr. Leach notes, it was questioning by Senator Alfonse D' Amato of 
New York at a recent hearing that led to the disclosure of the White Bouse 
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M«cinga and prompted Mr. Fisk* to expand hie investigation to include them. So. 
too. Congressional Watergate hearings brought out the existence of crucial White 
House tapes. 

There should be room for give here by both sides. Mr. Leach and Mr. D* Amato 
should grant Mr. Fiske a head start, probably measured in weeks. But Mr. Fiske 
cannot reasonably expect Congress to put off its hearings indefinitely, 
especially when the history of such hearings does not support his worst fears. 
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BODY 

In his letter of resignation. Bernard Nussbaum said that "at all times I have 
conducted the office of the White House counsel and performed the duties of 
counsel to the President in an absolutely legal and ethical manner." But just 
what legal and ethical standards did he mean? Was he correct that his critics 
did hot understand "the role and obligation of a lawyer, even one acting as 
white House counsel"? 

Start with basic principles. The President has the constitutional duty to see 
that the laws are faithfully executed. His Attorney General represents the 
American people. The white House counsel represents the institution of the 
Presidency, not the President in his private affairs; as Mr. Nussbaua's 
successor, Lloyd Cutler, says, he intends to serve as counsel to the office, not 
the person. Private lawyers can represent Presidents who have private legal 
problems . 

But situations inevitably arise that cut across these basic lines. In the 
Whitewater investigation, all three kinds of lawyers have been called upon, 
along with a special prosecutor for good measure. What the Attorney General, 
special prosecutor and private lawyers are authorised to do is generally 
accepted; not so the White House counsel. Mr. Nussbaum* s defensive declarations 
notwithstanding . 


Relations between Presidents and their lawyers have long been a bone of 
contention. Andrew Jackson told Attorney General Roger Taney to solve a problem 
the way he wanted "or X will find an Attorney General who will . ■ Xn the early 
1940's, Franklin D. Roosevelt created the staff position of special counsel to 
the President. That person was to be a general Presidential assistant, d e aling 
with various internal legal questions and assuming other advisory assignments. 
Clark Clifford, who held the job for five years under Harry S. Truman, recalls 
that when p.d.r. appointed an old friend. Judge Sam Rosenman, to the position, 
his Attorney General, Francis Biddle, objected to the title "counsel.” He argued 
that the President had only one counsel, the Attorney General, and warned that 
no white House lawyer was to interfere with the functions of the Justice 
Department. 
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Over time, different holders of the job have filled various roles: speech 
writer, drafter of legislation program developer, private adviser -- doing, as 
one former counsel told me. "what the President wants.” But this can get too 
cozy or too protective, as Mr. Nuasbaum found out. Legal policy and Presidential 
politics are what should divide the roles of the Attorney General and the White 
House counsel. 

A large part of the problem is the absence of guidelines on the duties of the 
counsel. When I asked Harry McPherson what guidelines he followed when he 
assumed that role for Lyndon B. Johnson, he replied, "Not many.” And Richard M. 
Nixon's counsel Leonard Garment replied: "Next to none. It was an existential 
nightmare -- fuzzy, obscure, intuitive." 

Establishing clear guidelines for the counsel's duties could save Presidents 
much of the grief that Mr. Clinton is enduring over the White House handling of 
Whitewater. It would also assuage public cynicism about the standards of justice 
when people in power are involved. 

Since numerous people who filled this role from the Truman Administration 
onward are still around, there is abundant experience to be drawn from. An 
appropriately judicious private organization should convene a prestigious panel 
to review the role of the White House counsel as it has been exercised and to 
suggest standards for the future. That panel's findings would be influential and 
hard to ignore. And they would serve future Presidents, and the nation, well in 
managing justice at the highest levels. 

GRAPHIC: Drawing. 
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HIGHLIGHT" 

Republicans continue to issue demands for special hearings into Whitewater and 
have vowed to hold up the nomination process for the FDIC head. Special counsel 
Fiske says they jeopardizing the investigation. 

BODY 

BOB EDWARDS, Host: Good morning. The U.N. Security Council may vote today on 
a resolution condemning the massacre at Hebron. I'm Bob Edwards. Today is 
Wednesday, March 9th, and this is NPR’s Morning Edition. 

['Morning Edition' theme music] 

EDWARDS: The Israeli board of inquiry investigating the Hebron massacre visited 
the site today. The £irst Israeli delegation to visit Syria meets today with 
President Hafez al -Assad. North and South Korea discussed the nuclear issue 
today, and Amnesty International has a report today on human rights in South 
Korea. Russia's defense minister is in Germany today, discussing the withdrawal 
of Russian troops from Germany. And today is the birthday of Bobby Fischer; 
he's 51 years old. The news is next. 

[newscast] 

[funding credits] 

['Morning Edition' theme music] 

EDWARDS: Washington lawyer Lloyd Cutler takes over as the new White House 
counsel today. Cutler's appointment is temporary, but President Clinton hopes 
he will restore public confidence over White House handling of the Whitewater 
investigation. The president has promised full disclosure in the matter. This 
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week. special counsel Robert risks asked Congress not to hold hearings into the 
Clinton's land venture and ties to the failed Madison Guaranty savings and 
Loan. Fiske said hearings would undermine his investigation. Today Fiske makes 
his plea in person, as Republicans continue to demand a congressional 
investigation. NFR's Elizabeth Arnold reports. 

ELIZABETH ARNOLD, Reporter: More than one Republican on Capitol Hill has said 
this week that what goes around comes around. As the president accuses those 
calling for congressional hearings of playing politics, they in turn say they're 
driven by their integrity and legislative duty. It is the Democrats, they 
respond, who are playing politics by refusing to look into the involvement of 
federal agencies in the Whitewater affair. House Minority Whip Newt Gingrich- 

Rep. NEWT GINGRICH (R-GA) : I'm saying that the Democratic leadership of the 
Congress has an institutional obligation to review the total range of questions 
that need to be answered and to agree on a bipartisan basis that legitimate 
congressional investigations should go forward and legitimate hearings should be 
held on a range of questions, in an orderly manner. 

ARNOLD: But just as Republican demands were beginning to touch a nerve and 
Democrats were growing uncomfortable, the special counsel provided their best 
defense - a letter stating that any hearings into the matter could jeopardize 
his inquiry. Democrat Donald Riegle is the chairman of the Senate Banking 
Committee. "• • 

Sen. DONALD N. RIEGLE, Jr., (D-MI) : I think it's a very strong letter, and the 
fact that he took the initiative to contact us to say that he did not want any 
interference with his investigation, and the fact that he's pursuing in this 
case criminal referrals that were earlier made, I think we have to respect his 
wish. 

ARNOLD: Up this point Democrats have been noticeably silent. Few have chosen to 
cosnent on the need for hearings or to defend the White House. Meanwhile, Jim 
Leach, the ranking Republican on the House Banking Committee, has put out a list 
of 40 Whitewater witnesses he wants to call to testify at the semi-annual 
hearing on the Savings and Loan bailout. He's also sent out his own experts to 
Arkansas to conduct an inquiry. The ranking Republican on the Small Business 
Coswittee, Jan Meyers, has sent his staff to look into the propriety of small 
business loans obtained by a company with alleged ties to Whitewater 
development. 

But Democrats hope the inquiry will stop there. They point to Fiske' s letter, 
to the appointment of Washington veteran Lloyd Cutler as chief White House 
counsel, and to steps by the white House to prohibit improper contacts in the 
future with investigators, all as evidence that Congress doesn't need to be 
involved. And they've taken the president's cue, casting Republican demands as 
an intentional distraction. Deputy Democratic Whip Bill Richardson of New 
Mexico- 

Rep. BILL RICHARDSON (D-NM) : Let us get on with the problems of the day. Let us 
leave these issues to Mr. Fiske. Let us not exploit this issue politically. 

Let us not think that just because there was Iran-Contra investigation that the 
imsiediate response should be for the other side to get even and go after a 
president that is trying to do the right thing. 
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ARNOLD: In the Senate. 4 3 Republicans have told Majority Leader George Mitchell 
they'll hold up the nomination of Ricky Tiegert (sp) , the president's nominee to 
head the FDIC. unless the Senate Banking Committee holds hearings. Mitchell is 
holding firm. Republicans argue that in other instances Democrats have raced to 
hold hearings. They cite the House Banking Committee probe into the Silverado 
Savings and Loan that went bankrupt when Neal Bush was on its board of 
directors. They also cite the highly publicized inquiry into the so-called 
October Surprise • allegations that President Reagan delayed the release of the 
Iranian hostages until after his election. 

Senator Dole quotes then-Senator Al Gore calling for October Surprise hearings, 
saying that although the evidence was. quote. ' f ragmen t ary and circumstantial.' 
it was compelling, and Congress needed to clear the air. Dole says Republicans 
may soon attach an amendment to pending legislation that would call for 
bipartisan agreement on a series of hearings that he says would be set up so as 
not to interfere with this investigation. 

Sen. ROBERT DOLE (R-KS) : I would think some of the Democrats running in 1994 
would not want to vote against a resolution that simply said the leaders ought 
to get together and work out some hearing structure. 

ARNOLD: But that was the opening Democrats were looking for. Within the hour 
President Clinton said Dole was finally honest about the Republican desire to 
make political hay out of the situation. Majority Leader George Mitchell also 
sees the opportunity. 

Sen. GEORGE J. MITCHELL (D-ME) : It proves in a way that no words of mine can 
that this is purely partisan politics and is, in effect, a campaign stunt by 
Republicans in an effort to embarrass the president and to score political 
points . 

ARNOLD: To date, Mitchell says, no Democrat in the Senate has requested a 
congressional review of Whitewater. Some Senators say the first cracks are 
likely to appear over in the House, where so many Democrats have tough races in 
November. House Democrats may soon want to publicly distance themselves from 
the continuing sage of the white House and Whitewater, especially in two weeks, 
when Republicans on the House Banking Committee hold their first hearing in 
which they predict disclosures of, quote, 'blockbuster proportions.' I'm 
Elizabeth Arnold at the Capitol. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
tape. 
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Prasidant Clinton has called on an old- line Washington lawyer to help 
navigate him out o£ the Whitewater maie. 

Lloyd Cutler. 76. counsel for Jimmy Carter. Tuesday agreed to join up for 130 
days. Aides said Clinton hopes Cutler's reputation will help repair the 
White House's image. 

Clinton, answering- questions on the subject for the second day in a row, said 
he and aides would cooperate if Congress insists on holding hearings. 

Whitewater special counsel Robert Fiske said a probe would jeopardise his 
work, but Republicans said they would push ahead anyway. 

"We ' re not trying to compromise the Fiske investigation, ■ said Senate 
Minority Leader Bob Dole, R-Kan. "People can take the Fifth if they want.” 

In the House. Republicans demanded banking committee chairman Henry Gonsales. 
D-Texas. call top White House aides to testify about purported efforts to 
■eelch a probe o£ she land deal involving Bill and Hillary Rodham Clinton. 

Clinton said three days of searching records had . found evidence of a few more 
"incidental" contacts between aides and investigators. 

"I do not have any information that anyone has done anything wrong, that 
anyone has tried to use the authority of the White House in any way, shape or 
form, and I can tell you for darned sure, Z haven't." 

After announcing Cutler's appointment, the Clintons held a pep rally for 400 
staffers. 
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President Clinton and his new counsel, Lloyd N. Cutler, indicated a 
willingness yesterday to comply with congressional demands for testimony from 
senior White House aides about their meetings on Madison Guaranty Savings a 
Loan, although the president repeated that the special counsel investigating the 
allegations should be allowed to proceed unimpeded. 

Clinton also said it was unlikely he would assert executive privilege as a 
federal grand jury looks into a series of White House and Treasury Department 
meetings about the government's investigation of Madison, a failed Arkansas 
thrift with ties to the Clintons. 

Clinton's comments came as he announced that Cutler had agreed to join the 
administration as special White House counsel, but only for a several-month 
stint while presidential aides search for a permanent successor to Bernard 
Nussbaum, who resigned Saturday. 

Furor over the series of white House meetings and other contacts continued on 
Capitol Hill, as Senate Republicans for the first time took direct aim at 
Hillary Rodham Clinton. Congressional Republicans continued to demand additional 
inquiries into the Clintons' investments in the Whitewater Development Corp. and 
the Resolution Trust Corp. investigation of Madison. 

Sen. Alfonse M. D’ Amato (R-N.Y. ) , ranking minority member of the Senate 
Banking Committee, took to the Senate floor to suggest that Hillary Clinton owed 
the nation answers to questions about Whitewater. Minority Leader Robert J. Dole 
(R-Kan. ) threatened to force a Senate vote on whether to hold hearings into 
Whitewater and the Madison S6L, which was owned by the Clintons' partner in the 
Whitewater investment. 

Special counsel Robert B. Fiske Jr. has warned lawmakers that hearings could 
jeopardize his investigation. Clinton said yesterday that Fiske 's views are 
"entitled to respect" but that his "inclination would be to obviously 
participate” if the hearings go forward. Cutler said "it would be my 
recommendation that everyone in the White House cooperate." 
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white House efforts yesterday were geared to making the president appear as 
forthcoming as possible, from the offer to cooperate with congressional 
inquiries to the announcement that claims of executive privilege were unlikely. . 
Although the White House went back and forth on whether the president should 
hold a full-fledged news conference, when he did so yesterday. Clinton, who 
often makes his announcement and stays to answer only a few questions from 
reporters, submitted to more than 30 questions. 

Clinton stressed ethics in his prepared statement on Cutler's selection, 
saying he wanted an "eminent lawyer who could step into the role immediately and 
bring to the job the stature, the standards and the experience that the American 
people expect." 

Cutler, 76, said that during the 130 days he has agreed to work at the White 
House he would concentrate on instituting "the procedures and the actions 
necessary to maintain public confidence in the integrity and the openness of the 
presidency.” 

Cutler, who was called in to serve as President Jimmy Carter's White House 
counsel at a similarly difficult time in Carter's presidency, said Nussbaum had 
been the victim of "a lot of bad luck." 

But he said that in the future, whenever a question comes up about a meeting 
or 'conversation about a government investigation of any "high political person, " 
the White House counsel will "decide whether there should be such a meeting . . . 
and he will make a careful record of what happens so that it will be available 
if questions are raised later on.” 

Cutler said he had "put a limit on how long I would stay, in part because x 
know how tough a job this is and X know how old X am, in part because X'm 
married fairly recently [four years) to a very young and peppy wife and X want 
to spend some more time with her." 

The 130-working-day limit also allows Cutler to retain the status of special 
govs rsuMne saployss, moaning chat he will not have to go through the difficult 
and potentially costly step of resigning from his law firm. Rather, he will be 
allowed simply to take a leave from the firm, Wilmer, Cutler fc Pickering. 

A senior White House official said that Cutler will still be required to file 
a financial disclosure form and to comply with regular conflict of interest 
rules. Clinton's ethics requirements of a lifetime ban on representing foreign 
agents and a five-year prohibition against an official appearing before an 
agency in which he served do not normally apply to special government employees, 
the official said, but Cutler "is intending to comply." 

Cutler, who during his last stint in government reported earning $ 319,277 
from his law firm in 1978, said he "wanted to serve without comp en sation" and 
might simply accept a salary and donate it to the deficit reduction fund. 

During the 1992 campaign, Clinton inveighed against the Washington "revolving 
door" of lawyers and lobbyists passing between private practice and government 
service, and as president he encountered criticism when two high-ranking members 
of his administration left after less than a year in office for lucrative jobs 
in the private sector. 
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But faced with a desperate need for what he described yesterday as a "Lloyd 
Cutler-type of lawyer." Clinton agreed to Cutler's requirement that he not 
remain beyond the 130 -day period. Asked how that short stint comported with 
Clinton's opposition to the Washington revolving door, one senior official said, 
"X don't think Lloyd Cutler has to trade on his government service." 

After the announcement of Cutler's appointment. White House staffers crowded 
into the Bast Room for a pep rally with the president, Killary Clinton, Vice 
President Gore and the new counsel. The president related a story that he and 
the First Lady used to read to their daughter, Chelsea, when she was a young 
child to relate the point that things would turn out well in the end. 

"They just said that there are ups and downs in the presidency, " said one 
staffer. "It was rocking." while Clinton said he would be inclined to have his 
staff cooperate with Whitewater investigators. White House press secretary Dee 
Dee Myers said it was up to the subpoenaed individuals whether to choose to 
invoke their constitutional privilege against self -incrimination before the 
grand jury. Clinton, she said, is "not going to make any judgment about whether 
people should take the Fifth." 

in his senate speech, D' Amato noted that Clinton defended his wife's 
involvement in the Whitewater affair at a news conference Monday, saying he had 
"never known a person with a stronger sense of right and wrong in ray life, 

e ver. »• ~ * • • * • • 

"Well, Mr. President, that seems to be the problem," D'Araato said. 

"I would like to ask just two questions of the person that the president 
refers to as having the strongest sense of right and wrong of anyone he has ever 
met in his life: Were you briefed by your chief of staff, Maggie Williams, about 
her meeting with [Deputy Treasury Secretary] Roger Altman, and, did you know it 
was wrong?" 

A White House official said Monday that Hillary Clinton had only learned 
about Altman's meeting when he testified on Capitol Hill. 

President Clinton, at his news conference announcing Cutler's appointment, 
retorted that the Republicans "have decided that Senator D' Amato will be the 
ethical spokesman for the Republican Party in the Congress" -- a pointed jab 
recalling the investigations of D' Amato himself. "I'm not in the business of 
answering his questions," Clinton said. "I am cooperating with the special 
counsel . ” 

Dole, emerging from the Republicans' weekly caucus lunch, said Republicans 
were considering offering an amendment to any bill on the floor over the next 
few days calling on the Senate leadership to "structure a process” for hearings 
on Whitewater. A Dole aide said a decision on whether to go ahead with the 
strategy depends in part on the outcome of a meeting today between D' Amato and 
Fiske . 

In comments to reporters, Dole also suggested that Republican senatorial 
challengers may attempt to turn up the heat on reluctant D e m o c rats by raising 
the issue of hearings in their campaigns. 
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Dole's proposals drew a barbed response from Senate Majority Leader George J. 
Mitchell (D-Maine) , who described the strategy as a "campaign stunt" designed 
"to embarrass that president" that would only serve to "undermine" the special 
counsel's probe. 

Among Democrats, he said, there is a "very strong feeling we should honor the 
special counsel's request." He denied that Democrats are getting nervous about 
the Whitewater issue and said he knows of no Senate Democrats who advocate 
hearings . 

House Republicans, meanwhile, released a list of 40 witnesses they invited to 
testify at a March 24 oversight hearing on the Resolution Trust Corp. They hope, 
despite Fiske's plea, to turn the occasion into a forum on Whitewater. 

Included on the GOP wish list are all 10 White House and Treasury officials 
subpoenaed by Fiske, James and Susan McDougal, the Clintons' partners in 
Whitewater, and David Hale, the indicted Little Rock businessman who said 
Clinton asked him to give the McDougals a $ 300,000 loan in 1986. 

The witness list also includes five federal investigators who wrote the RTC 
referrals and Rose Law Firm employees and couriers involved in alleged shredding 
of related documents. 


GRAPHIC: PHOTO. REPLYING TO A WHITEWATER SPEECH BY SEN. ALFONSE M. D’ AMATO 
(R-N. Y. ) , CLINTON SAID, "I'M NOT IN THE BUSINESS OF ANSWERING HIS QUESTIONS.", 
LARRY MORRIS 
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Massive White House and Treasury Department file searches the past 48 hours 
produced evidence of numerous additional contacts of an unspecified nature 
between officials of the two agencies relating to the defunct Madison Guaranty 
Savings & Loan. 

President Clinton and other officials characterized the communications as 
"trivial," "incidental" or "non- substantial . " But officials said that white 
House and Treasury lawyers were so concerned that any "passing conversation, " as 
one official put it, would be construed as a meaningful contact that many they 
view as inconsequential will be reported to special counsel Robert B. Fiske Jr. 
Fiske is investigating the Clintons' Whitewater land venture and its ties to the 
failed Arkansas thrift. 

Last week's revelations of three undisclosed contacts between senior White 
House officials and Treasury officials familiar with investigations of Madison 
set off a political furor. The week ended with the resignation of White House 
counsel Bernard Nussbaum and the Friday subpoenas of 10 White House and Treasury 
officials. 

Independent regulators pursuing criminal matters are barred from discussing 
their investigations with any outside individuals -- especially those, like the 
Clintons, whose names have come up in the course of a probe. At the time of the 
contacts now surfacing, the Resolution Trust Corp. , headed temporarily by Deputy 
Treasury Secretary Roger C. Altman, was investigating Madison and its dealings 
with a land development company owned in part by the Clintons. 

Fiske issued subpoenas for the officials to appear before a Washington grand 
jury and separately for all their documents, memos, computer files and other 
notations related to Whitewater and Madison. 

The agencies have made this afternoon the deadline for turning in the 
material. Fiske or his team have been invited to both the White House and 
Treasury to examine some documents to determine whether they are relevant. 
Administration officials fear making that determination themselves, officials 
said. 
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White House senior adviser George Stephanopoulos said yesterday that "based 
on what we know, there were additional contacts and follow-up conversations, but 
none in any way dealt with the substance of the investigation." 

A senior Treasury official said that Altman, who touched off the recent White 
House troubles with his revelation in congressional testimony that he attended a 
Feb. 2 white House meeting, planned not only to turn over to Fiske and testify 
to "any possible conversation or scrap of paper no matter how incidental," but 
also to officially amend his Feb. 24 congressional testimony to include the 
additional contacts. 

From the start, the White House has described contacts beeween its officials 
and Treasury as non- substantial , minimal and of no relevance to civil or 
criminal investigations because no action was taken to affect the 
investigations . 

But what Clinton acknowledged yesterday, and what interviews with 
participants, their aides and others show, is that despite various layers of 
ethics rules already in place, there was no ethical "centralized system" to 
guard against officials familiar with investigations that potentially involve 
the Clintons briefing white House officials on the issue. 

"That was the problem." Clinton said of all the conversations . He added that 
the White House now has a new counsel, new written orders and a new system so 
"these things don't just keep happening by happenstance." 

The Feb. 2 meeting sought by Altman and attended by Nussbaum, Margaret 
Williams, chief of staff to Hillary Rodham Clinton, and Harold Xckes, White 
House deputy chief of staff, has been described as a procedural briefing in 
which Altman discussed the general procedures for civil fraud cases connected 
with Madison. It cane at a time when one of the main potential civil cases being 
examined by regulators involved Madison's legal representation by Hillary 
Clinton and her former firm, the Rose Law Firm of Little Rock, Ark. While 
Clinton was governor, Mrs. Clinton and a junior partner at the firm represented 
Madison in an appeal for regulatory approvals by the state securities 
commission. 


One regulator called it "a political heads-up for Hillary, but a meaningless 
one" because civil suits are routinely subject to negotiation and knowledge of 
the generic procedures followed by the RTC would have no particular value. 
Altman flatly denies knowing or discussing any aspect of the status of any 
individual civil case in any White House session. 


White House aides asked Altman during this session whether lawyers "for the 
parties at interest” could receive the same briefing, apparently a reference to 
the Clintons' private lawyer, David Kendall, and were told by Altman he would 
check the legality. Later, sources said, Altman was told that RTC general 
counsel Bllen Kulka "thinks it is wrong" and said no. 

Another of the sessions, a conversation between Treasury's general counsel, 
Jean Hanson, and White House counsel Wussbaum on Sept. 29 was the first 
notification to the White House that the Resolution Trust Corp. was poised to 
ask the Justice Department on Oct. • to launch a criminal investigation into 
Madison and its ties to Whitewater, the failed land development firm that the 
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Clintons owned jointly with Janes McDougal, the former head of Madison. 

Clinton was pressed again yesterday on what he knew when about the action. He 
repeated he was uncertain of the details except that he believes he knew in 
mid-October because of news inquiries. 

He said he believes that his senior aide. Bruce Lindsey, was the one who told 
hin. Nussbaum has been quoted by officials as saying that he passed along to 
Lindsey the information from Hanson. In both aid- October and at the months end. 
when The Washington Post first reported the RTC's criminal referral on the 
Madison matter. Lindsey said he knew nothing about it and White House spokesman 
Jeff Bller officially denied that the White House had been informed, notified or 
told of the referral . 


The last of the disputed meetings, the Altman session, has always been 
described by him and the White House as inconsequential because it was what he 
calls a "generic" briefing on the procedures the RTC follows in civil, not 
criminal, proceedings, that had nothing to do with any particular case. 

That description has aroused deep suspicion among Republicans in Congress and 
among some in the regulatory community because of the Pirst Lady's potential 
vulnerability to a civil fraud case. 

In its representation of Madison, the Rose firm expressed confidence in 
m ed ison's -ec on o m ic viabrHrty. 'h f e w mo nth s* before bhat- a- fe de r al - audit- 
portrayed the thrift as financially reckless and on the brink of collapse. A 
regulatory expert said yesterday that the RTC, if it proceeds against the Rose 
firm, "would pose the question that Rose knew, or should have known, that 
Madison was financially failing and should be liable for making the case before 
regulators that it was not." 

Altman said yesterday of the White House meeting, "There was no discussion of 
what the RTC was going to do. None." Altman has said numerous times that it was 
poor judgment and " colossal ly stupid" to have arranged the meeting by calling 
White House Chief of Staff Thomas P. "Mack" HcLarty. 

McLarty turned the meeting over to I ekes, he has said, and it remains unclear 
who arranged the participants. The presence of Williams has added to suspicions 
raised by Republicans that this session, compared to others, was aimed at damag e 
control for Hillary Clinton. 

Of all the sessions, the White House has acknowledged the Sept. 29 
conversation between Hanson, the general counsel at Treasury, and Nussbaum as 
. the most politically harmful. Zn that conversation, Hanson, who had just gotten 
an RTC briefing on the subject, told Nussbaum that the RTC was about to ask the 
Justice Department to begin a criminal investigation of Madison and that the 
Clintons were named in the referral as possible beneficiaries of illegal actions 
at Madison. 


Officials said yesterday that Nussbaum, Hanson and other White House and 
Treasury officials had just concluded a discussion of the Waco conflagration and 
the administration's response when Hanson took Nussbaum aside and outside the 
h earing of others offered the Whitewater information. 


"Bernie said she told him, 'Not to worry. This is not about the Clintons. 
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This is about Madison,* " ona offieial said of Wussbaum's daseription. 

Hanson was tha most intimataly involvad in RTC bus inass, sources thara said, 
because aba was, as ona put it. "tha chief operating officer on the legal side" 
because tha RTC had only an acting counsel. 

Officials there said that before Sept. 29 tha RTC had first told Altman of 
tha status of tha Whitewater investigation and than Hanson, so both knew Of tha 
pending criminal probe. Altman was said to have told them to proceed as they 
would on any case and not to altar their procedures . 

After the Oct. 8 formal RTC request for a Justice probe, reporters began 
asking Treasury and the white House about the referral. That dynas&c produced 
the Oct. 14 meeting in Nussbaum’s office that included six White House and 
Treasury officials discussing what to say publicly about the criminal referral, 
what the White House ended up saying on Oct. 30 and later was that officials 
knew nothing about it. 

The final disclosed contact involved a conversation between Hillary Clinton's 
press secretary, Lisa Caput o, and who she last week described as "some guy" at 
the RTC. Asked who made that call, RTC press spokesman Stephen Katsanos said he 
hiswelf made the call on the instruction of Joan Logue Kinder, assistant 
Treasury secretary. Katsanos said he believes the conversation took place in 
October or November. 

Katsanos said he was told when Altman was installed as interim head of the 
RTC that he was to coordinate press relations with Treasury. He told Treasury of 
press inquiries involving Hillary Clinton's involvement with Madison, he said, 
and was given Caputo's number. Kinder told him, Katsanos said, to call Caputo 
and tell her what questions were being asked. 

Staff writer Susan Schmidt contributed to this report. 
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A search of white House records and computers has uncovered additional 
contacts between President Clinton’s aides and federal regulators investigating 
the Whitewater-Madison connection, the White House conceded yesterday. 

These disclosures were made as the president introduced his new White House 
^co un sel; 7g-ye ai " uld wars hfnq r on ttn r ide r- smr t mp e iia w y er Lloyd- -cot ler. - - 

For the second straight day, Mr. Clinton answered questions from reporters, 
some of them more pointed than the day before, and the president again 
characterized the Whitewater-Madison affair as a Republican attempt to play "the 
politics of personal destruction." 

Mr. Clinton got in several jabs at Republicans who have been his most vocal 
critics . 

When a reporter asked whether first lady Hillary Rodham Clinton had been 
briefed by her chief of staff about White House meetings on the investigation, 
the president avoided an answer. 

Instead, he socked the role of Ben. Alfonse M. D 1 Amato, New York 
Republican, who in the past faced ethics questions, ap one of his sharpest 
Whitewater-Madison critics. 

"You know, look," the president said. "I don't - the Republicans have 
decided that Senator D'Amato will be the ethical spokesman for the Republican 
Party in the Congress. That is their right to do that. I'm not in thfc business 
of answering his questions. I am cooperating with the special counsel.” 

When Mr. Cutler was asked whether he agrees that the Whitewater probe is a 
Republican vendetta, he said: "I think I'll stick to giving legal advice.” 

The white House said further contacts with Treasury officials - to discuss 
the inquiry into the Clintons' links to the failed Madison guaranty Savings 
and Loan Association in Arkansas - were discovered as it complied with a 
subpoena from Whitewater-Madison special counsel Robert B. Fiske Jr., who has 
demanded all documents detailing the secret meetings. 
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"Any contacts wars incidental and ware follow-up conversations which had 
nothing to do with the substance of the RTC investigations," Nr. Clinton said, 
referring to the Resolution Trust Corp. , which handles S&L bailouts. 

White House Press Secretary Dee Dee Myers said the additional contacts were 
largely telephone calls, presumably to discuss press inquiries into the scandal, 
from the White House to Treasury officials aware of the probe. 

The RTC is investigating whether Madison illegally diverted money to Mr. 

Clinton's 1984 gubernatorial campaign and to the Whitewater Development Corp., a 
northern Arkansas real estate development owned by the Clintons, James B. 

McDougal, Madison's owner, and his wife, Susan. 

”1 haven't done anything wrong, and I'm not going to do anything wrong," Mr. 

Clinton said. 

As the White House remained under fire. Rep. Jim Leach, Iowa Republican, 
and other House Banking Committee Republicans released the names of 40 
witnesses, including top White House officials and key federal regulators, they 
want to question during a March 24 oversight hearing on the Whitewater-Madison 
affair. 

Senate Minority Leader Bob Dole of Kansas said GOP senators may seek a vote 
— — - e ei s e ase l nf i fin d emand i ng i e n eg r a s s i nml inir a st ig a rion of rhs a ff a ir s n d B i kt ^ 
the vote a 1994 campaign issue against Democrats. 

Revelations of three white House meetings with federal regulators about the 
Whitewater-Madison investigation had raised questions about whether Mr. 

Clinton's aides were trying to meddle in the affair. 8ix White House officials 
and four Treasury officials were subpoenaed to testify tomorro w in U.8. 

District Court. 

Another subpoena is expected for White House Chief of staff Tho ma s r. 

"Mack” McLarty, who has said ha helped arrange one of the meetings. 

Mr. Clinton again said he knew in October that his name had been raised in 
the criminal probe of Madison, but he repeated that he does not know how he 
knew. He suggested that personal aide Bruce Lindsey told him in October - when 
he first became aware of the "criminal referral" - but he was not sure. 

■My clear - Z don't even remember when or exactly bow Z learned it • but my 
clear impression was that the RTC had made a referral on this and that it - Z 
understood the issue and Z just absorbed it and did - Z did nothing about it. I 
ordered no action to be taken. And Z honestly don't rsmteber what data it 
occurred on," Mr. Clinton said. 

His comswnts, however, countered those by aide Jeff Eller, who told the 
Associated Press on Oct. 31 that neither Mr. Clinton nor the White Bouse had 
been told about the referral. 

On Monday, Mr. Clinton said he was made aware of the RTC criminal referral 
after the second meeting with Treasury officials Oct. 10. A senior 
administration official said the meeting was held to discuss how to handle press 
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inquiries about the criminal link to the Clintons in the probe. 

Treasury Secretary Lloyd Bentsen told a House subcommittee yesterday that 
the department's inspector general decided not to conduct a separate 
whitewater-Madison investigation after conferring with Mr. Fiske. 

The existence of the Treasury- White House contacts - in September, October 
and February - prompted Mr. Clinton to force white House Counsel Bernard 
Nussbaum to resign Saturday. He will stay until April to provide a smooth 
transition with Mr. Cutler and the eventual successor to Mr. Cutler. 

Mr. Cutler, who agreed to stay for 130 days, will begin work immediately to 
set up long-desired work rules for the counsel's office. 

Mr. Cutler, a Carter administration trouble- shooter and counsel, represents 
the institutional Washington that Mr. Clinton rejected for his white House but 
has been forced to turn to during crises. 

Last spring, for example, as his communications operation was unraveling, 

Mr. Clinton turned to Reagan Communications Director David Gergen for help. 

Mr. Cutler, from the Washington law firm of Wilmer, Cutler and Pickering, 
said he does not want to stay longer than 130 days and plans to spend more time 
with his wife, Polly Kraft. 

C. Boyden Gray, a law partner of Mr. Cutler's and White House counsel 
under President Bush, said Mr. Cutler is "an excellent choice. . . .He's 
extremely good, and he helped train me." 

A senior adsiinistration official said the hiring of Mr. Cutler was the 
first indication that Mr. Clinton was shifting his legal team* a leadership away 
from Mrs. Clinton and her former law partners at the Rose Law Firm in Little 
Rock, Ark. 


"Cutler can stand up to Hillary," said the official, who has worked with Mr. 
Cutler . 

The official said Mr. Cutler will bring political professionalism to the 
White House and add an air of independence from the group gathered by Mrs. 
Clinton, including Mr. Nussbaum, Associate Attorney General Webster L. 

Rubbell, White House Associate Counsel William Kennedy XXX and former White 
House Deputy Counsel Vincent W. Foster Jr. 

Republicans were pussled by Mr. Clinton's decision to hire a short-term 
counsel, and they continued to press for hearings. 

Mr. Cutler said that if hearings are held, he will recommend that White 
House officials testify. 

After the news conference, Mr. Clinton and Mr. Cutler, joined by Mrs. 
Clinton, Vice President Al Gore and Mr. McLarty, went to the Bast Room to lift 
the spirits of 400 aides, the Associated Press said. 

♦♦♦♦Chart 
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SLIPPING SUPPORT 

ABC News' "Nightline" asked 525 adults what they think of the Clintons and 
their dealings with the Whitewater real estate development. Margin of error is 
5 percentage points. Numbers may not equal 100 due to rounding. 

HOW DO YOU FEEL ABOUT PRESIDENT CLINTON'S HANDLING OF THE WHITEWATER 
AFFAIR?* 

Approve - 32% 

Disapprove » 42 

Undecided - 27 

HOW MUCH DO YOU KNOW ABOUT PRESIDENT CLINTON'S INVESTMENT IN AN ARKANSAS 
REAL ESTATE VENTURE CALLED WHITEWATER DEVELOPMENT CORP. ? 

MONDAY 

Great deal /good amount « 21% 

Not very much/nothing - 79 

JAN. 23 

Great deal /good amount ■ 15% 

Not very much/nothing ■ 83 

IS WHITENATER A SERIOUS MATTER THAT REQUIRES A FULL-SCALE FEDERAL 
INVESTIGATION, OR MOT A SERIOUS MATTER THAT SHOULD BE DROPPED? 


MONDAY 

Serious matter -49% 

Not serious matter ■ 30 
Not serious, but investigate - ll 
Undecided ■ 10 
JAN. 23 

Serious matter - 33% 

Not serious matter • 36 

Not serious, but investigate » 13 

undecided - 18 

REPUBLICANS CALLING FOR AN INVESTIGATION ARB . . . 
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MONDAY 

Standing up for what they think is right « 22% 

Trying to score political points - 58 
Both - 12 

No opinion/other = 8 

JAN. 23 

Standing up for what they think is right » 16% 

Trying to score political points ■ 58 
Both ■ 7 

No opinion/other « 13 

DID BILL CLINTON OR HILLARY RODHAM CLINTON DO ANYTHING ILLEGAL IN 
WHITEWATER? 

BILL 

MONDAY 

Yes - 36% 

NO - 44 

No opinion - 20 
JAN. 23 
Yes - 23% 

NO - 42 

NO opinion - 35 
HILLARY 
MONDAY 
Yes - 36% 

No - 42 

No opinion - 22 
JAN. 23 
Yes - 22% 


LEXIS-NEXIS» LEXIS- Nl 


LEXIS-N 


Services of Mead Data Central. Inc 


14666 



2244 


The Wtthington Times, March 9, 1994 


Page 60 


No - 43 

No opinion - 35 

* Question was not asked in January 

GRAPHIC: Photo, Treasury Secretary Lloyd Bentsen tells a House Appropriations 
subcommittee yesterday that his agency is not probing Whitewater., By Ruth 
Fremson/The Washington Times ; Chart, SLIPPING SUPPORT, By The Washington Times 
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House Banking Committee Republicans yesterday listed 40 witnesses they want 
to question at a March 24 oversight hearing on the Whitewater -Madison affair, 
including top White House officials and key federal regulators. 

The list, offered by Republicans yesterday to committee Chairman Henry B. 
Gonzalez; Texas Demo c r at , includes a wide range of* potential witnesses, 
outlining several areas of concerns by GOP panel members. 

The GOP lawmakers acknowledged, however, they were "doubtful that certain of 
the witnesses . . . will voluntarily appear before the committee . " The 
Republicans, composing the minority, do not have the power to subpoena the 
witnesses . 

"The committee will have ample opportunity to consider whether the issuance 
of subpoenas would be appropriate, * said Rep. Jim Leach, Iowa Republican and 
ranking GOP committee member, in a letter signed by all 20 Republican members of 
the committee. 

Mr. Gonzalez has said he does not intend to raise Whitewater-Madison 
concerns during the hearing - a semiannual oversight session of the Thrift 
Depositor Protection Oversight Board, which oversees the Resolution Trust Corp. 

- and will not allow Republicans to question administration officials subpoenaed 
by Whitewater-Madison special counsel Robert B. Fiske Jr. 

But President Clinton said yesterday he would not invoke executive privilege 
to keep administration officials from testifying before Congress. 

Mr. Fiske has argued against holding congressional hearings. He said 
granting immunity to witnesses in exchange for their testimony - as in 
Iran-Contra hearings for Marine Lt . Col . Oliver North - could result in 
premature public disclosures of "matters at the core of the criminal 
investigation. " 


Mr. Leach said in a letter to Mr. Fiske that he saw "no reason" to grant 
immunity to witnesses. 
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"The Banking Committee not only has the authority but the obligation to 
conduct investigatory hearings into Whitewater-Madison, * he said. "The key is 
to ensure your ongoing investigation is assisted, not undercut." 

The witness list suggests Republicans want information about loans to 
then-Gov. Bill Clinton and if Whitewater Development Corp., an Arkansas real 
estate venture, illegally repaid those debts; whether other moneys were 
improperly routed to Mr. Clinton from other sources, including state bond fees; 
and whether ethics were violated during White House briefings on the 
Whitewater-Madison affair. 

The list also suggests GOP members will ask about ethics violations 
concerning Hillary Rodham Clinton's representation of Madison Guaranty Savings 
and Loan Association before state bank regulators, and whether documents at the 
Rose Law Firm, where she was a senior partner, were shredded. 

On the Republican wish list are James B. McDougal, who owned Madison, and 
his ex-wife, Susan, who were partners with the Clintons in the Whitewater 
project; White House Chief of Staff Thomas F. "Mack" McLarty; Paula J. Casey, 
U.S. attorney in Little Rock; and Justice Department prosecutor Donald B. 

Mackay, who took over the probe when Mrs. Casey recused herself. 

Others include: 

* David L. Hale, owner -of a small Business’ Administration-approved lending 
agency in Little Rock, who said Mr. Clinton pressured him for an illegal 
$300,000 loan. Arkansas critics of Mr. Clinton say he is the key to 
"unraveling" Whitewater. 

* Lawyer James M. Lyons and accountant Leslie Patten, both of Denver, who 
wrote a 1992 report saying the Clintons lost $6B,900 on the Whitewater venture. 

* Beverly Bassett Schaffer, former head of the Arkansas Securities 
Department, whose ruling on Madison in 1985 kept the S&L in business. 

* Dan R. Lasater, a convicted cocaine distributor and former Little Rock 
investment executive whose firm received more than $664 million in 

8 tate- approved, tax-exempt bond sales contracts. 

* Don Denton, a Little Rock banker who helped arrange a $20,000 loan to Mr. 
McDougal and Mr. Clinton for the down payment on the Whitewater venture. He 
said the loan was repaid with money from a separate loan to Mr. McDougal. 

* Sheffield Nelson, a Little Rock lawyer who talked with Mr. McDougal in 
1992 about reported financial irregularities involving Mr. Clinton. He was the 
1990 Republican nominee for governor. 

Also on the list are several employees at the Rose Law Firm, including 
couriers. Some employees of the firm have said they shredded documents, 
beginning during the 1992 presidential campaign. 

The New York Times, in today's editions, quoted one Rose employee as saying 
that documents of Rose partner Vincent w. Foster Jr. had been shredded, 
despite earlier Rose denials that any of his records had been destroyed. 
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Courier Jeremy Hedges, who testified before a federal grand jury in 
February, said in an interview he saw Mr. Foster's signature on documents he 
shredded at the law firm. The body of Mr. Foster, White House deputy counsel, 
was found in July in what police said was a suicide. 

The most obvious names on che GOP witness list are six Clinton 
administration aides, including White House Counsel Bernard W. Nussbaum, and 
four current and former Treasury Department officials involved in 
Whitewater -Madison briefings at the White House. 

Other White House officials are presidential adviser Bruce Lindsey; 
Communications Director Mark Gearan, Deputy Chief of Staff Harold Ickes; Lisa 
Caputo, Mrs. Clinton's press secretary; and Margaret A. "Maggie" Williams, the 
first lady's chief of staff. 

Treasury officials are Deputy Secretary Roger C. Altman; Deputy Counsel 
Jean Hanson; Josh Steiner, Treasury Secretary Lloyd Bentsen’s chief of staff; 
and Jack Devore, Mr. Bent sen's former spokesman. 

Lloyd Cutler, named yesterday by Mr. Clinton to replace Mr. Nussbaum, 
said, "It would be my recommendation that everyone in the White House 
cooperate . " 

White House and Treasury officials already are scheduled to appear before a 
federal grand jury in Washington tomorrow on subpoenas issued by Mr. Fiske. 

They also seek information and documents on the White House briefings. 

The White House has said Mr. Nussbaum, who announced his resignation this 
week, attended at least three meetings with Resolution Trust Corp. and Treasury 
officials, beginning in late September of last year. 

There was no indication Mr. Leach planned to expand his witness list after 
White House acknowledgment yesterday of additional secret meetings between 
administration and regulatory officials. 

The witness list also includes the names of 10 federal regulators, including 
seven officials from the RTC, the federal agency that oversees failed SfcLs, and 
one each from the Federal Deposit Insurance Corp., the Small Business 
Administration and the Office of Thrift Supervision. 

The RTC, which has no prosecutorial power, forwarded nine criminal referrals 
to the Justice Department in 1992 regarding financial irregularities by Madison 
and Mr. McDougal. The agency is trying to determine why Madison, which showed 
evidence of insolvency as early as 1984, was allowed to remain in business until 
1989. 


Mr. Fiske' s inquiry is looking into the representation of Madison by Mrs. 
Clinton in 1985 before Arkansas banking regulators, who agreed to keep the SAL 
open after reviewing arguments from Mrs. Clinton and other Rose lawyers. At 
the time, Mr. Clinton, as governor, had dominion over the regulators. 

Mr. McDougal has said he paid Mrs. Clinton a $2, 000 -a -month retainer for 
the legal help. 
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The FDIC also ia investigating a possible conflict of interest involving the 
Rose firm's former managing partner, Webster L. Hubbell, in his 1989 
representation of the government in Madison- related lawsuit. He is now 
associate attorney general. 

*•** PHOTOS/ BOX 

INVESTIGATING WHITEWATER 

Republicans on the House Banking Committee released a list yesterday of 40 
witnesses in the Whitewater Development Corp. case they want to call before a 
panel hearing scheduled for March 24. They don't have power to force them to 
testify. 

1. James McDougal, former head of defunct Madison Guaranty Savings and 
Loan Assocation 

2. Susan McDougal, partner in Whitewater Development Corp. 

3. David Hale, president. Capital Management Services 

4. Sheffield Nelson, lawyer. Jack, Lyons and Jones 

5. April Bres law, Resolution Trust Corp. 

6. James Dudine, RTC 

7. Lee Ausen, supervisory investigator, RTC 

8. Richard Torio, field investigative officer, RTC 

9. Jean Lewis, investigator, RTC 

10. Mike Caron, senior investigator, RTC 

11. Donald B. Mackay, trial attorney. Justice Department 

12. Paula Casey, U.S. attorney. Little Rock. Ark. 

13. Leslie Patten, lawyer, Patten, McCarthy and Associates 

14. James Lyons, lawyer 

15. Stanley Tate, former Clinton nominee to head the RTC 

16. William Roelle, Federal Deposit Insurance Corp. 

17. Mack McLarty, White House chief of staff 

18. Bernard Mussbaum, former White House counsel 

19. Harold Xckes, deputy White House chief of staff 
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20. Margaret Williams, first lady's chief of staff 

21. Mark Gearan, White House communications director 

22 . Bruce Lindsey, senior adviser to President Clinton 

23. Lisa Caputo, first lady's press secretary 

24. Jean Hanson, general counsel. Treasury Department 

25. Josh Steiner, chief of staff. Treasury Department 

26. Jack DeVore, former spokesman for Treasury Secretary Lloyd Bentsen 

27. Beverly Bassett-Schaf fer , lawyer, Wright, Lindsey and Jennings, 
Fayetteville, Ark. 

28. Don Lasater, head of failed investment firm, and longtime friend and 
campaign contributor to the president 

29. Greg Young, Little Rock 

30. Don Denton, Little Rock 

31. Lisa Aunapaughy. Little Rock 

32. Erskine Bowles, adminstrator , Small Business Administration 

33. Charles E. James, Little Rock 

34. Sue Strayhom, Little Rock 

35. Ellen Kulka, general counsel, RTC 

36. Jeremy Hedges, Rose Law Firm clerk, Little Rock 

37. Clayton Lindsey, Little Rock 

38. Ricki Stacy, Little Rock 

39. Roger Altman, deputy Treasury secretary 

40. Jonathan Fiechter, acting director, Office of Thrift Supervision 

GRAPHIC: Photos/Box, Photos Captions: A) Gearan; B) Capulo; C) I ekes; D) 
Altman; BOX Caption) INVESTIGATING WHITEWATER, Photos) NO CREDIT; Box) By The 
Washington Times 
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LEVEL 1 • 1 0P3 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


February 23, 1994, Wednesday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 667 words 

HEADLINE: Special Counsel Fiske Hires S Lawyers 
BYLINE: By MICHAEL J. SNIPPBN, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

Whitewater special counsel Robert Fiske filled out his staff today with six 
current or former prosecutors and designated some early tasks in his 
investigation of President and Mrs. Clinton's financial dealings. 

Four of Fiske 's staffers have high-profile successes in prosecuting financial 
fraud cases. He announced the hiring of eight lawyers in all. 

Fiske put Roderick C. Lankier, a partner for the last 10 years in the New 
York firm of Lankier, Siffert and Wohl, in charge of investigating all events 
relating to the death of deputy White House counsel Vincent Foster. Lankier will 
work out of a Washington office leased by Fiske across the street from the 
Justice Department. 

A 1962 Columbia Law School graduate. Lankier spent 13 years as an assistant 
district attorney in Manhattan, including eight years investigating and 
prosecuting major murder cases. He later became chief of the trial division. 

Lankier has served as Special New York State Prosecutor investigating 
corruption in New York City and on the Mo lien Commission, which recently 
investigated police corruption there. 

Fiske named Russell "Rusty” Hardin Jr., a partner since 1991 in the Houston 
firm of Hardin, Beers, Hagstette a Davidson, as lead prosecutor in the trial of 
David Hale, a former judge who accused President Clinton of pressuring him to 
make a federally backed loan to a Clinton business associate. 

Hardin spent IS years as an assistant district attorney for Harris County, 
Texas, which includes Houston, and has tried more than 100 jury cases, including 
14 death penalty cases. He was Texas State Prosecutor of the Year in 1989. Since 
joining private practice, he has been hired by two counties to remove a district 
attorney and a county attorney for improper conduct. 
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Flake said he himself would spend most of his time in offices leased in 
Little Rock, Ark., that he said would accommodate seven lawyers and 25 FBI 
agents and financial analysts who are working fulltime on a broad probe of 
Arkansas business relationships known as the Whitewater investigation. 

Clinton and his wife, Hillary, were 50-50 investors with savings and loan 
owner James McDougal and his then-wife, Susan, in Whitewater Development Corp., 
a real estate venture. The probe also covers the collapse of McDougal a s 
Madison Guaranty Savings k Loan. 

In a release from Little Rock, that was distributed here. Fiske also said he 
has hired: 

-William 8. Duffey Jr., a partner in the Atlanta law firm of King k Spaulding 
who worked on an internal investigation of the B.F. Hutton brokerage firm after 
it pleaded guilty to fraud based on its banking practices. 

-Denis J. Mclnemey, a deputy chief of the criminal division in the U.S. 
Attorney's office in Manhattan, who recently successfully prosecuted The Cooper 
Companies Inc. and its former co-chairman, Gary Singer, on charges of 
racketeering, money laundering and mail and wire fraud. 

-Julie R. O'Sullivan, an assistant U.S. attorney in Manhattan since 1991, 
where she was co-counsel in the successful prosecution of Roy Milliam Harris. It 
was the first prosecution in the nation under the recently enacted Continuing 
Financial Crimes enterprise Act. 

-Patrick J. Smith, an associate since 1990 at the New York firm of Davis Polk 
k Wardwell , where Fiske worked until his appointment. 

-Mark J. Stein, a deputy chief of the criminal division of the U.S. 

Attorney's office in Manhattan, where he has prosecuted complex financial 
crimes, including bank fraud and money laundering. 

-Carl J. Stich Jr., a partner in the Cincinnati firm of Dinsmore k Shohl , who 
has served as an assistant special prosecutor for Ohio in the investigation of 
the collapse of SkLa in that state and as a special assistant attorney general 
for Kentucky prosecuting violations of state campaign finance laws. 

Fisks said he planned to add one or two more lawyers within several weeks. He 
also has acquired a New York office to be used for meetings and other work by 
the lawyers from New York on his staff. 

LANGUAGE: ENGLISH 
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LEVEL 1 - 2 OF 3 ITEMS 
The Associated Prsss 

The materials in the ap file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


February 23, 1994, Wednesday, AM cycle 
SECTION: Domestic News 
LENGTH: 796 words 

HEADLINE: Special Counsel Fills Team with Prosecutors, Financial Fraud Experts 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

Special counsel Robert Fiske named a legal team Wednesday heavy with 
seasoned prosecutors and financial fraud experts to investigate the Whitewater 
real estate venture involving President and Mrs. Clinton. 

Six of the eight lawyers selected by Fiske are current or former prosecutors, 
and four have had high-profile successes in financial fraud cases. 

Fiske wasted no time assigning new staff to early tasks in the wide-ranging 
probe of business deals involving the Clintons and other prominent Arkansans. 

Roderick C. Lankier, a former assistant district attorney in Manhattan who 
prosecuted major murder cases, will oversee Fiske 's office in Washington, 
including an investigation into "all the events relating to” White House counsel 
Vincent Foster's death, Fiske said. 

Foster was working on Whitewater matters for the Clintons when he died last 
summer. Police have said he committed suicide. 

And Russell "Rusty" Hardin Jr., a Houston lawyer and former Texas state 
prosecutor of the year, was named lead prosecutor in the trial of former judge 
David Hale, who has accused President Clinton of pressuring him to make a 
federally backed loan to a business associate. 

Fiske said he planned to add one or two more lawyers in several weeks. 

In Washington, meanwhile. Republicans prepared for a long-awaited chance to 
question top administration officials about Whitewater at a Senate Banking 
Committee hearing Thursday. 

The hearing was designed to review the work of the Resolution Trust Corp . , 
the nation's savings and loan cleanup agency. A key component of Whitewater is a 
failed Arkansas SAL operated by James McDougal, the Clintons' business partner 
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in the reel eetete venture. 

Committee Chairman Donald w. Riegle Jr., D-Mich., has said members could ask 
questions about any failed institution. 

And Sen. Alfonse D' Amato of New York, the committee's ranking Republican, has 
made clear he intends to ask acting RTC chief Roger Altman and other witnesses 
questions about Whitewater. 

According to minority committee staff, GOP senators will demand to know: 

-What the RTC is doing to investigate possible civil wrongdoing in the 
failure of McDougal ' s Madison Guaranty SSL. 

-When the probe will be concluded and whether findings will be made public. 

-whether the White Rouse has interfered. 

Democrats, hoping to curtail an embarrassing onslaught by the GOP, could 
launch a counterattack by noting the multibillion dollar SfcL debacle arose under 
Republican administrations. 

House Banking Committee Chairman Henry B. Gonzalez announced Wednesday he'll 
hold a similar hearing in March. That would give Rep. Jim Leach of Iowa, the 
ranking Republican, his first chance to air findings from his own extensive GOP 
staff review of Whitewater. 

Fiske said he would spend most of his time in Little Rock, where offices he 
has rented will accommodate seven lawyers, six financial analysts and 19 FBI 
agents . 

Lankier will work on the Foster suicide from an office in Washington. A 
partner in the New York firm of Lankier, Siffert and Wohl, he has served as a 
special prosecutor investigating corruption in New York and on the Mollen 
Commission, which recently investigated police corruption there. 

Four of the new staffers have worked with Fiske at Davis Polk & Wardwell in 
New York, where he was a partner until last month when Attorney General Janet 
Reno hired him to conduct an independent investigation into Whitewater. 

Among the other lawyers named Wednesday: 

- William S. Duffey Jr., a private lawyer in Atlanta who worked on an 
internal investigation of the B.F. Hutton brokerage firm after it pleaded guilty 
to fraud. 

- Denis J. Mclneroey, a deputy chief of the criminal division in the U.S. 

Attorney's office in Manhattan, who recently successfully prosecuted The Cooper 
Cos. Inc. and its former co-chairman, Gary Singer, on charges of racketeering, 
money laundering and mail and wire fraud. He's a former Davis Polk k Wardwell 

associate. 

- Julie R. O'Sullivan, an assistant U.S. attorney in Manhattan who served as 
co-counsel in the first successful prosecution under the recently enacted 
Continuing Financial Crimes enterprise Act. She is a former Davis Polk k 
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War dwell associate . 

- Patrick J. Smith, an aaaociata ainca 1990 at Davia Polk a tfardwell. 

- Mark J. Stain, a deputy chief of the criminal diviaion of the U.S. 
Attorney' a office in Manhattan, where he haa prosecuted complex financial 
Crimea, including bank fraud and money laundering. Ke. too. ia a former Davis 
Polk 6 Wardwell aaaociata. 

•Carl J. Stich Jr., a Cincinnati lawyer who haa aerved aa an aaaiatant 
apecial prosecutor for Ohio in the investigation of collapsed SaLa and as a 
special assistant attorney general for Kentucky prosecuting violations of atate 
campaign finance laws. 

LANGUAGE: ENGLISH 
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LEVEL i - 3 OP 3 ITEMS 

Copyright 1994 Nows World Communications, Inc. 
The Washington Times 

February 23, 1994, Wednesday, Final Edition 
SECTION: Part A; NATION; INSIDE POLITICS; Pg . A7 
LENGTH: 1587 words 

BYLINE: Alan McConagha ; THE WASHINGTON TIMES 
BODY 


SUNUNU REDUX 

Although he says only that he la doing "some consulting" these days, cash 
flow is no longer a problem for former White House Chief of Staff John Sununu, 
the Boston Globe reports. 

The Globe says the former New Hampshire governor is also thinner than he was 
when he resigned under fire from President Bush's staff in 1991 in a controversy 
over personal use of federal aircraft and limousines. 

"But he remains complex, " says the newspaper. "Abrasive and fast- talking on 
the public stage, he is funny and considerate to aides and friends in his inner 
circle . " 

Besides appearances on CNN ("show biz, not journalism," he says), Mr. 

Sununu has a consulting relationship with Westinghouse. Other reported clients 
include W.R. Grace & Co. and Bayberry Associates of Hampton, N.H. 

Of greatest interest, however, is Trinity Partners, the investment banking 
firm he launched with a friend last year. He has told friends that Trinity is 
designed to set up electrical systems in underdeveloped countries. 

Stephen Duprey, New Hampshire GOP chairman, told the Globe, "Sununu told me 
that he made more money last year than he made in his whole life." 

ICKES TO RESCUE 

Deputy White House Chief of Staff Harold M. Ickes has been assigned the 
task of giving some previously absent direction to the Clinton administration's 
efforts to minimize losses in this fall's congressional elections. 

The New York Times reports that White House nervousness stems not just from 
the usual off-year opposition gains, but from GOP wins in all six major contests 
since Mr. Clinton's election. 

"The White House operation has been regularly faulted by Democrats in 
Congress and elsewhere as rudderless and ineffective. . . . Critics say the 
problem is not a lack of talent but a diffusion of authority, " the Times 
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report* . 

ARKANSAS RULE? 

The Nall Street Journal editorial lxea on the tolerance shown in the Federal 
Deposit Insurance Corp.'s determination that Associate Attorney General Webster 
Hubbell and Little Rock's Rose Law Firm did not violate conflict-of-interest 
rules when they worked both sides of the Madison Guaranty case in the 1980s. 

Since the FDIC now applies a new, relaxed rule on representation, the 
Journal says it hopes a $41 million settlement "coerced " from the Kaye, Scholer 
law firm, which represented Charles Keating's Lincoln SSL, will be returned to 
the lawyers from whom it was seised. 

"Otherwise," said the Journal, "the lesson of the FDIC memo is that Arkansas 
forbearance applies only to firms that included the associate attorney general 
and the first lady. But the same old ferocious rules will apply to ordinary 
mortals . " 

NAILED 

There were cool exchanges in the first debate in Ohio between Dr. Bernadine 
Healy, former director of the National Institutes of Health, Lt. Gov. Mike 
DeWine and state Sen. Gene Watts, who are competing for the GOP Senate 
nomination. 

The best -remembered barb came as Mr. watts elaborated on his teaching 
credentials, seeking to comer the education issue after suggesting that Dr. 
Healy is a one- issue candidate better qualified to be surgeon general. 

According to the Cleveland Plain Dealer, Dr. Healy snapped, "I was a full 
professor at age 35, Associate Professor Watts.” 

FAIRCLOTH DROPS CLUB 

Sen. Lauch Faircloth, North Carolina Republican, and the National 
Conservative Club have, at least temporarily, separated, says the Raleigh News fc 
Observer . 

He has dropped the club as his chief direct -mail fund-raiser. Jonathan 
Hill, Faircloth treasurer, said the senator was unhappy with the progress toward 
retiring his debit from his victory in 1992 over Terry Sanford. 

The club has long been associated with Sen. Jesse Helms, North Carolina 
Republican, and its principal figures, Carter Wrenn and Tom Ellis, persuaded Mr. 
Faircloth to switch parties and run for Senate. 

The organization recently changed its name from National Congressional Club. 
Mr. Helms denies it is his "political organization.” The club, however, kept 
its motto: "Founded in 1973 to support Senator Jesse Helms and the conservative 
cause . " 

TODAY'S QUOTE 

First brother-in-law Hugh Rodham, as he prepares to seek the Democratic 
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nomination for an uphill run against San. Connie Mack. Florida Republican: "As 
a public defender, I am used to losing. Losing doesn't scare me.” 

THE DEMOCRATS' AD 

“The White House appears to have a dual standard of truth. They want the 
high standards applied to the other side and then they don't expect any 
standards at all applied to their own rhetoric,” the Political Hotline reports 
Kathleen Hall Jamieson as observing. 

The dean of the Annenberg School of Communications at the university of 
Pennsylvania was speaking of the Democratic National Committee's “no crisis" ad, 
in which, Republicans contend. South Carolina Oov. Carroll Campbell's views 
were deliberately doctored. She said this commercial is the most "dishonest” in 
the health care ad wars. 

Columnists Jack Oermond and JUles Witcover added at the end of last week: 

"If there were a prise for political stupidity, it would have to go . . . to 

the White House and Democratic National Committee for the television commercial 
that crudely distorted the views ... of Campbell. 

"It is just the kind of thing that most alienates American voters. And in 
this case, it may be the kind of thing that makes it more difficult for 
President Clinton to pass his health care reform program.” 

SICK? GET SOUP 

Ontario's socialised health system, according to the Wall Street Journal, 
has a new prescription for patients with a cold or flu: Don't call the doc; take 
chicken soup. 

Ontario residents get free medical coverage, and officials complain they go 
to the doctor too often, clogging the system and costing the Canadian province a 
bundle. The result: a campaign to reduce patient visits. 

"A cold lasts a week, and if you see a doctor it lasts seven days,” says one 
government advertisement. The Journal reports that residents were mailed 
brochures extolling the health-giving benefits of chicken soup. 

Among the suggestions for a stuffed nose: "Egyptians favor mustard. Greeks 
use vinegar and pepper. Russians swear by horseradish. And South Asians drink 
a ginger and coriander tea.” 

HEALTH CARE 

As President Clinton's health care plan faces its first big test in Congress 
early next month, his proposal that employers pay most worker's health premium 
appears to be in trouble. 

The Philadelphia Inquirer reports that moderate Democats on the House Energy 
and commerce Committee say there is not a majority for Mr. Clinton's “employer 
mandate,” criticised as harmful to small business. 

"X do not believe there is enough support to get the Clinton mandate,” says 
Rep. Jim Slattery, Kansas Democrat. Rep. Ron Wyden, Oregon Democrat, adds, 
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"it is not clear that there la a majority for anything." 

Energy and Commerce ia regarded aa a bellwether for what Congreaa may pass 
becauee it reflecta the political makeup of the Houae more accurately than some 
of the other panela with jurisdiction in the health issue. 

POLITICAL FACTOID 

Soon, one in three babies born in the united States will have an unwed 
mother, reports USA Today. This ia an increase of about 60 percent in the last 
decade . 

PORK PARKING 

Rep. Jim Ross Lightfoot, Iowa Republican, a big critic of the $1.6 million 
renovation of the vice president's residence, got some flak for getting Congress 
to build a $2.4 million parking garage in his district, says Scrippa Howard News 
Service . 

Citizens Against Government Waste says Mr. Lightfoot arranged funding for a 
200-space parking garage in Burlington, Iowa, gven though there are only 18 
federal workers in the city. Lightfoot aides dismiss the criticism, saying the 
garage is an economic development project. 

ARMED - AND SAFE? 

Some Colorado legislators are supporting a bill that would make it legal to 
carry concealed weapons, USA Today reports. 

"People just flat want a legal method to protect themselves when they leave 
home,", says GOP state Sen. • MaryAnne Tebedo, sponsor of a bill that allow adults 
to carry guns. 

She and her allies have a tough fight. Polls show a majority of Coloradans 
opposes her plan. "We can't go back to the days of the old West,” says Marlene 
Newland, an opponent. 

STATE OF CONSERVATISM 


The president of the Heritage Foundation, the think tank that was an 
important source of ideas for the Reagan administration, says conservatives have 
"an image problem" and must reconnect with the American people. 

"By instinct or choice, most Americans are conservative, but they don't 
identify with the conservative movement," Edwin Feulner said in his "State of 
Conservatism" message, for 1994 . 


"While they don't identify with big government liberalism, and recognize its 
failures, many Americans are convinced that liberals care, and conservatives 
don't," he said. 


"We need to do a better job of focusing on the problems and concerns of 
ordinary Americans and letting them know we're on their side. 

"I'm not talking about becoming touchy-feely, but even the most outspoken 
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among ua - Pat Buchanan and Rush Limbaugh, for example - know they have to 
'connect' with the public." 

GRAPHIC: Chart, RATING THE PRESIDENT, By The Washington Times 

LANGUAGE: ENGLISH 
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LEVEL 1 - 1 OP 14 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 29, 1994, Tuesday, AM cycle 


SECTION : Domestic News 
LENGTH: 572 words 

HEADLINE: Whitewater Figure Files For Congress 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
BODY 

LITTLE ROCK, Ark. - President Clinton's former Whitewater business partner, 
who for years has lived on Social Security disability payments, on Tuesday filed 
to run for Congress. 

James McDougal says he considers his campaign a rehabilitation from the 
stroke and manic depression that has left him unable to work since 1986. 

McDougal, 53, said the Whitewater investigation helped motivate him to run 
for the southern Arkansas district seat held by Republican Jay Dickey. 

"I've just decided it's time for me to come out again and give these 
Republicans a fight," McDougal said. The Whitewater controversy, he said, "has 
revitalized me. I had lost interest in everything." 

McDougal, walking with the aid of a cane, paid the $ 5,000 filing fee 
surrounded by reporters in the state Capitol rotunda, upstaging other candidates 
on the final day of filing for the state's May 24 primaries. He faces two 
opponents in the Democratic Party primary. 

He said he thought he had the strength to serve in Congress and to campaign 
daily. 

"If I get out there and fall down at the first stop, then they better not 
elect me, " McDougal said. 

McDougal said he lives on about $ 1,000 a month, including a monthly Social 
Security disability check of $ 731, money he inherited from his late mother and 
income from the Whitewater project in which he invested with President and Mrs. 
Clinton. He started receiving the Social Security payments after a 1986 stroke 
and a bout with manic depression for which he takes the drugs Prozac and 
lithium. 

"I would see this, if I'm elected to Congress, as a rehabilitation under the 
Social Security Act, to let me go back to work in my field of work," McDougal 
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He oovlaiaad that raportara focus too such on Whitewater, but said tha 
controversy givaa hla name racognitioa that makes it poaaibla to run without 
buying such advartising . 

HcDougal and his former wifa wara SO-SO partners with the Clintons in the 
Whitewater Development Corp. , which is now under federal investigation. Special 
counsel Robert riske Jr. is examining the real estate venture and its 
relationship to tha failed Madison Guaranty Savings a Loan, which McDougal 
owned. Madison's failure cost taxpayers between $ 47 million and $ 60 million, 
according to regulators. 

McDougal ran once before for a congressional seat, losing a 1982 race in 
northwestern Arkansas. 

He met Clinton in 1968, when McDougal joined the staff of Sen. J. William 
Fulbright, D-Ark. , and Clinton was a young campaign worker. 

Be helped Clinton in his first rud for statewide office in 1976, when Clinton 
was elected attorney general. He served about a year in Clinton's first term as 
governor, 1979-80, as an economic adviser on Clinton's staff. 

in Los Angeles, meanwhile, a bankruptcy trustee said he would send Fiske a 
report alleging that McDougal improperly concealed from creditors his ownership 
in Whitewater when he filed for bankruptcy in 1991. 

"He didn't disclose any connection with Whitewater when he had an obligation 
to do so," said bankruptcy trustee Steven B. Smith. "Whenever information 
reaches me that a bankruptcy crime may have been committed, X have an obligation 
to forward that material to the local U.S. attorney here in Los Angeles. X also 
forwarded it to Mr. Fiske." 

McDougal said Whitewater had a negative net worth at the time, and that in 
1991 he had signed over all of his receivables from the company to someone else. 
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LEVEL 1 - 2 OP 14 ZTM 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 29, 1994, Tuesday, PM cycle 


SECTION: Domestic News 
LENGTH: 380 words 

HEADLINE: Whitewater Figure Files For Congress 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
DATELINE: LITTLE ROCK 
BODY 

Key Whitewater figure James B. McDougal, who helped President Clinton get 
started in politics and now lives mainly on Social Security disability checks, 
filed today as a Democratic candidate for Congress. 

McDougal, seeking the southern Arkansas district seat held by Republican Jay 
Dickey, said the Whitewater investigation helped motivate him to run for the 
office. 

"I've just decided it's time for me to come out again and give these 
Republicans a fight,” McDougal said. The Whitewater controversy, he said, ”has 
revitalized me. I had lost interest in everything." 

McDougal, walking with the aid of a cane, paid the $ 5,000 filing fee 
surrounded by a sea of reporters in the state Capitol rotunda. He said he would 
not have to advertise much because he has high name recognition. 

McDougal, S3, suffered a stroke in 1986 and has been battling manic 
depression for several years. He said he takes Prozac and lithium for the manic 
depression. 

He and his former wife were SO- 50 partners with President and Mrs. Clinton in 
the Whitewater Development Corp., which is now under federal investigation. 
Special counsel Robert Fiske Jr. is examining the real estate venture and its 
relationship to the failed Madison Guaranty Savings and Loan, which McDougal 
owned. Madison's failure cost taxpayers between $ 47 million and $ 60 million, 
according to regulators. 

McDougal said he lives on about $ 1,000 a month, including a monthly Social 
Security check of $ 731, money he inherited from his late mother and income from 
the Whitewater project. 

McDougal ran once before for a congressional seat. In 1982, he sought a seat 
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in northwestern Arkansas but lost in the Republican stronghold. 

McDougal, who lives in Arkadelphia, is the third to announce for the 
Democratic nomination to oppose Dickey, of Pine Bluff. The others are state Sen. 
Jay Bradford of Pine Bluff and state Rep. John Parkerson of Rot Springs. 

McDougal met Clinton in 196S, when McDougal joined the staff of Sen. J. 
William Fulbright, D-Ark., and Clinton was a young campaign worker. 

He helped Clinton in his first run for statewide office in 1976, when Clinton 
was elected attorney general. He served about a year in Clinton's first term as 
governor, 1979-80, as an economic adviser on Clinton's staff. 
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Gonzales goes his own way on Whitewater 
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BODY 

WASHINGTON — Henry B. Gonzalez, chairman of the House 
banking panel at the center of the debate on Whitewater hearings, 
inspires adjectives: unpredictable, maverick, eccentric, loner, 
gabby, temperamental, populist. 

The question now for the San Antonio Democrat is whether he 
can inspire the confidence from Democrats to handle any 
congreeeional hearings into President Clinton's failed real estate 
venture and its ties to a defunct savings and loan. 

This week, the New Republic magazine asks: " "How nuts is 
Henry Gonzalez? " It doesn't answer the question but portrays him 
as in control and dismissive of those who do not afford him proper 
respect . 

Gonzalez, 73, who called a news conference Monday and was 
greeted by about 100 reporters, can still show he's crazy like a 
fox -- when he wants to be. 


In a one -hour, 38-minute display, Gonzalez defended his 
decision to cancel hearings last week that would have focused on 
Madison Guaranty Savings and Loan, owned by James KcDougal, 
Clinton's former partner in the Whitewater venture. 

Gonzalez, a 16-term veteran, contended his committee, which 
he hae used to direct investigations into GOP misdeeds, was not a 
proper forum for a Madison investigation. 


""I am not saying, "No, never. 1 But up until now, nobody has 
produced any evidence that the Cl interns had anything to do with the 
management of the bank, ' ' Gonzales said. 


The oversight hearing on the Resolution Trust Corp. will be 
rescheduled ""at the proper time and proper circumstance, ' ' which 
presumably means when Republicans stop their insistence on using 
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the RTC hearings to look at Whitewater. 

Democrats have no problem with Gonzales chairing any hearing 
on Whitewater or Madison, said Rep. Barney Prank, D-Mass. , a 
banking committee me m b e r. ""If anything, Henry is too apolitical, 1 
Prank said. 

Gonzalez provides a crotchety counterpoint to the committee's 
senior Republican member, the soft-spoken, mild-mannered Jim Leach 
of Iowa. The Republican last week bemoaned the breakdown in comity 
on the committee following a flurry of letters between Leach, who 
had demanded hearings on Whitewater, and Gonzalez, who opposed them. 

Gonzalez called Leach ""obdurate and obstinate' 1 and referred 
to the media as ""the jackals in the press" who were pursuing 
Whitewater. 

Told that House Speaker Thomas Poley had apologized to Leach 
for Gonzalez's comments, the Texan said no apology was necessary. 

""He's totally independent and totally honest," said Kemper 
Diehl, a former San Antonio political columnist . " "He ' s strictly a 

lone wolf . " 

A few years ago, he punched a man in a San Antonio restaurant 
who called him a communist. He resigned as chairman of the 1977 
hearing into President Kennedy's, assassination, citing vague 
criminal conspiracies. 

In 1990, some Democrats on the banking committee mounted a 
campaign to unseat him but, aided by other chairmen concerned with 
the seniority system and the Texas delegation, Gonzalez prevailed. 

In 1991 he sponsored a resolution calling for the impeachment 
of George Bush for leading the war against Iraq. 

""I think he's a brilliant eccentric, " . said one Democratic 
staff member from Texas who also noted the term maverick to 
describe an independent politician originated from Maury Maverick 
Sr . , a San Antonio congressman in the New Deal era . 

Maverick also coined the term ""gobbledygook. " His 
ancestor's refusal to brand hie cattle gave rise to the term 
initially describing stray calves as mavericks. 

""Henry B. Gonzalez is of the Maury Maverick school of 
politics, which is independence and don't mistake gobbledygook or 
political posturing for reality, ' 1 the staff member said. 

His blank financial disclosure form used to contain a single 
notation: ""I am -- as always -- consecrated full time to the 
discharge of my duties as the elected representative of the 20th 
district. " 

He has no wealth, drives an old car, lives in a small 
apartment and goes back to his family in San Antonio every weekend. 
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laundry in tow. 

Told that Folay baliavaa Republicans ara entitled to call 
their own witnesses about Whitewater, Gonzales disagreed: ""Mr. 
Foley is the speaker and I am the chairman, and Z am the one that 
rules on the rules governing the committee . ' 1 

GRAPHIC: Mug: Henry B. Gonzalez 
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WASHINGTON - Contacts between federal regulators and the White House such as 
those causing controversy in the Whitewater affair occurred under Republican 
administrations, the House Banking Committee chairman said Monday. 

Rep. Henry B. Gonzalez, D-San Antonio, said at a news conference that he 
knew that Albert V. Casey and William Seidman "met with, reported" to white 
House officials when they were running federal agencies that regulate financial 
institutions. 

Mr. Casey headed Resolution Trust Corp., the agency created to clean up 
failed savings and loans, until last spring. Mr. Seidman was chairman of the 
Federal Deposit Insurance Corp., which insures deposits at federally chartered 
banks. 


Mr. Casey denied Mr. Gonzalez's assertion. 

"I nevsr had a single conversation or meeting with a member of the executive 
branch about RTC business," he said. "I talked to the White House about the 
funding but we never had a single conversation about the operation or about a 
single subject under investigation by the RTC.” 

Whitewater special counsel Robert Piske Jr. is examining whether RTC and 
Treasury officials acted improperly in discussing with White House officials an 
RTC investigation of Madison Guaranty Savings and Loan of Arkansas, which 
failed in 1989. 

The owner of Madison was a partner with President Clinton and first lady 
Hillary Rodham Clinton in Whitewater Development Corp. , a resort venture in 
Arkansas. 

Mr. Gonzalez said the contacts among Clinton administration officials "may 
not be the same. But there was no question that all through the period of time 
- I know many an occasion Mr. Casey . . 

. met with, reported” to other administration officials. 
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■I know that . . . Mr. Seidman had bittar quarrels with other of hia 
colleagues on the White Bouse level,” he continued. "So I know that they were 
reporting, Bey, look, this is what we've done.' " 

Republicans de m a n ded that Deputy Treasury Secretary Roger Altman resign after 
he acknowledged last month that, as acting head of the RTC, he had briefed top 
White House aides on how the agency might proceed with its investigation of 
Madison. 

Mr. Fiske is investigating whether Mr. Clinton benefited politically or 
personally from Madison. The president has said he had no knowledge of 
Madison's funds being used for his benefit. 

Rep. Jim Leach of Iowa, senior Republican on the Banking Committee, released 
internal RTC memos last week showing that the agency's lead investigator in the 
case feared that officials in Washington were trying to "control" the probe. 

Mr. Leach released the documents after Mr. Gonzales canceled a scheduled RTC 
oversight hearing, saying he would not permit Republicans to use his committee 
for a partisan "witch hunt.” 

Mr. Gonzalez on Monday repeated his view that hearings before his committee 
were not the forum for such an investigation. He has called instead for special 
Whitewater hearings. 

In other Whitewater- related developments Monday: 

* The White House signaled strong support for presidential aide George 
Stephanopoulos . Weekend news reports revealed that he had called Treasury 
officials last month to complain about the RTC's hiring of a former Republican 
prosecutor for the Whitewater investigation. 

"He's in good shape,” Mr. Clinton said, giving a thumbs-up sign during a jog 
in Coronado, Calif. 

* A new Washington Post -ABC Hews Poll showed that support for Mr. Clinton 
surged after his prime-time news conference last week on Whitewater. 

The survey found that 55 percent of respondents said they do not think that 
Mr. Clinton did anything illegal, up from 44 percent earlier in the month. 

The weekend poll had a margin of error of plus or minus 3 percentage points, 
meaning that any response can vary by that much in either direction. 

* A group of Democratic women bought a full -page advertisement in Tuesday's 
New York Times to defend Mrs. Clinton against criticism over her role in 
Whitewater. The $ 50,000 ad was paid for with individual donations. 

The Times reported that the ad is the first step in a campaign that the women 
plan in defense of Mrs. Clinton. The effort is being led by Lynn Cutler and Ann 
P. Lewis, two consultants in Washington. 

Organizers are not allowing elected officials or members of the Clinton 
administration to participate, the newspaper said, in order to keep the effort 
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independent. 

The Aeeociated Preee contributed to thie report. 
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A group of Democratic women, tied by politics to the White House but 
purposefully steering clear of direct Administration influence, has begun a 
campaign to defend Hillary Rodham Clinton against attacks arising from her 
participation in the Whitewater land deal. 

Dozens of women, some of whom have expressed frustration among themselves 
about Mrs. Clinton's choice not to speak out vigorously on her own behalf, have 
been meeting for a month here to plot ways to strike back at what they consider 
unfair press coverage and partisan assault. 

At meetings among Democratf around the country, they have been distributing 
lapel stickers that read, "Don't pillory Hillary." In the weeks ahead, they plan 
to begin writing letters to newspaper editorial pages, telephoning radio talk 
programs and appearing on television to assert that Mrs. Clinton has come under 
attack because she is an untraditional First Lady who wields unusual power . 

As its first step into the arena of national opinion, the informal group has 
bought a full -page advertisement in the Tuesday issue of The New York Times that 
likens Mrs. Clinton to Eleanor Roosevelt and disputes several accusations 
central to the Whitewater inquiry. The advertisement was paid for with $50,000 
in donations from individuals around the country. At least 40 people gave 
donations of $1,000 or more, organizers said, adding that no donations came from 
political action committees or corporations. It was unclear whether any of the 
donations were much larger than $1,000. 

Leaders of Campaign 

The defense of Mrs. Clinton has been coordinated by Lynn Cutler and Ann F. 
Lewis, two consultants in Washington with long ties to the Democratic Party. The 
group has grown to include Clinton supporters like Susan Thomases, a New York 
lawyer and Clinton campaign expert on damage control; Joanne Woodward, the 
actress; Letty Cot tin Fogrebin, the writer, and a few men, including Tony 
Randall, the actor, and Michael D. Barnes and Tony Coelho, both former members 
of Congress. 

Specifically not included on the list are current elected officials and 
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members of the Administration. Organisers have taken pains to keep the defense 
effort officially independent of the White Bouse image-making operation. 

Organisers concede there have been "after hours" conversations about the 
matter with White Bouse officials. "Running a full-page ad is not exactly a 
secret strategy," Ms. Lewis said. 

But she, Ms. Cutler and Clinton advisers who said they knew nothing of the 
campaign played down such influence, saying their 'participation would only taint 
an otherwise spontaneous effort. A White House aide said Mrs. Clinton was 
unaware of the campaign being conducted in her behalf. 

Ms. Cutler said that Mrs. Clinton's defenders had been almost entirely absent 
in responding to what she and others term "Hillary bashing," particularly in the 
lively world of television and radio call-in programs. 

"These people have right-wing scripts in their hands when they call," she 
said of those criticizing Mrs. Clinton. "They're all over this thing like hot 
butter on toast." 

The effort to rescue Mrs. Clinton from the Whitewater whirlpool began as many 
Washington efforts do -- at a political cocktail party, participants said. It 
continued around a conference table at the Xamber Group, a downtown consulting 
firm, and flourished in the chatter of daily conversation at various political 
meetings. 

Sacha Millstone, a stockbroker who does not know Mrs. Clinton personally, 
said she felt it was past time that Mrs. Clinton's admirers spoke up in her 
behalf. "More criticism has been heaped on them than is deserved,” Ms. Millstone 
said. "Some criticism is deserved, but not at the noise level that has been 
reached.” 

Questions on Commodities Deal 

"Zt upsets me to no end that a relatively insignificant thing that happened 
in 197S that was poorly handled in 19»2 and 1993 has own to dominate the 
discussion every weekend, ” she said, referring to weekend talk programs. 

But some supporters also worry that Mrs. Clinton has done too little to 
promote her own cause. She has offered terse, almost offhand, responses to 
reporters* questions while she has traveled the country on behalf of the 
Administration's proposals to overhaul the health care system; 

The White Bouse said tonight that it was considering releasing more 
information about a commodities investment that netted Mrs. Clinton about 
$100,000 in 197S-79. The deal was made with the help and advice of a Clinton 
confidant, James B. Blair, the top lawyer for Tysons Foods Inc. , one of the most 
powerful and heavily regulated companies in Arkansas. 

Dee Dee Myers, the spokeswoman, did not say what information the White House 
had in mind. Mrs. Clinton has avoided offering any lengthy formal responses to 
accounts of that arrangement or the Whitewater land deal. That has been left to 
her husband, who has praised her integrity, defended her investments and, at 
last week's news conference, asserted that reporters could get answers to their 
questions by singly calling Mrs. Clinton and asking her. 
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Question Goes unanswered 

That proved less than so the next day, when NBC News reported that Mrs. 
Clinton cut off questioning from an NBC News channel reporter when she was asked 
about Mhitewater instead of health care. White House officials say Mrs. Clinton 
did not answer the Whitewater question because of a satellite transmission 
problem and had responded to other questions about it earlier that day. 

But the women who are trying to patch up the damage done to Mrs. Clinton's 
reputation, as recorded in sliding opinion polls, are also waiting for the White 
House to act more aggressively in defending Mrs. Clinton. They have debated 
among themselves whether Mrs. Clinton should hold a full dress news conference 
or appear in an appropriate television forum to tell her side of the story. 

Ultimately, however, they have decided that is a decision for Mrs. Clinton 
and her advisers to make . An aide said Mrs. Clinton had no immediate plans to 
change her approach. 

Ms. Cutler said it was Mrs. Clinton's supporters, not her detractors, who 
most needed to hear her offer a vigorous rebuttal to her critics. "They don't 
believe she did anything wrong for a minute," she said. "But they kind of want 
to hear from* her. " 

Defense in Advertisement 

In the advertisement in The Times, supporters dismiss the most serious 
questions raised about Mrs. Clinton's role. They say she did not represent 
Madison Guaranty, an Arkansas savings and loan at the center of the inquiry, 
before state regulators while her husband was Governor. (Mrs. Clinton's name was 
signed to a letter from her law, firm regarding the Madison case that was sent to 
regulators) . 

And they assert the Clintons' investment in the Whitewater land deal was 
never financed by a savings and loan. (Robert B. Fiske Jr., the special counsel, 
is investigating whether James B. McDougal, an owner of Madison, used funds from 
the failing institution to support the Whitewater venture.) 

But organizers- of the defense effort say they worry most that the 
Whitewater- related attacks have more to do with Mrs. Clinton's stature as an 
independent career woman with power than with her actions regarding Whitewater. 
"There was resentment and anger there that was repressed for a while that is 
finding its excuse around Whitewater," Ms. Lewis said. 

GRAPHIC: Photo: Lynn Cutler, left, and Ann F. Lewis, two consultants in 
Washington, who are leading a campaign to defend Hillary Rodham Clinton against 
attacks arising from her role in the Whitewater affair. (Kirsten Bremner for The 
New York Times) 
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BODY 

U.S. taxpayers may soon own the famous real estate venture called 
Whitewater . 

Bankruptcy trustee Steven Smith has renewed an effort to collect money from 
James McDougal, who filed for bankruptcy in September 1991. 

McDougal was President Clinton's partner in the 230-acre Whitewater vacation 
development, located on the White River in north Arkansas. 

He didn't list Whitewater as an asset in his bankruptcy. 

Smith says he will send a criminal referral this week to Whitewater special 
counsel Robert Fiske asking him to investigate McDougal for illegal concealment 
of an asset and making false statements. Smith also will send the referral to 
the U.S. attorney in Los Angelas, where McDougal originally filed for 
bankruptcy. 

Smith will continue his effort to recover assets for McDougal 's 15 creditors. 
McDougal'* biggest debts* 

-- $ 612,560 in principal and interest to the Resolution Trust Corp. , the 
government savings and loan bailout agency. McDougal did not repay a loan made 
to him by Madison Guaranty Savings 6 Loan, which he owned. The RTC took over 
the SSL in 1989. Loss to taxpayers: $ 47 million. 

-- $ 195,000 to the Internal Revenue Service for failure to pay federal 
income tax. 

-- $ 16,636 for failure to pay state income tax. 

McDougal also reported that he owed an unknown amount to Capital Management 
Services, owned by former Little Rock judge David Hale. 

Hale pleaded guilty last week to using Capital Management Services to defraud 
the Small Business Administration. The General Accounting Office found Hale's 
company cost taxpayers $ 3.4 million. Hale is now cooperating with Fiske. 

It's not clear how much money is left in Whitewater Development Co. Inc. for 
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creditors . 

The company's income comes from loans made to buyers of Whitewater lots. 

Public land records show the company still owns one lot on the 230-acre 
property. 

McDougal says he is broke and lives on Social Security. Smith says he has 
found no other assets owned by McDougal. 

Meanwhile, in Washington, Rep. Henry Gonzalez, D-Texas, who last week 
canceled scheduled RTC hearings, said he would not hold hearings "until we're 
not threatened with disruption," by Republicans who have threatened to turn them 
into a forum on the Whitewater controversy. 

Rep. Jim Leach, R-Iowa, countered that he was requesting "that freedom of 
speech not be curtailed." 

GRAPHIC: PHOTO, b/w , Tom Roster 
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James McDougal, the Clintons' partner in the Whitewater real estate 
development, dismisses charges he funneled funds from his now- failed Madison 
Guaranty Savings 6 Loan into the project. 

In an interview earlier this week, McDougal said of charges by Rep. Jim 
Leach, R-Iowa, that $ 70,000 from Madison Guaranty was siphoned into 
Whitewater: "I don't know what he's talking about." 

McDougal repeated his threat to file a criminal libel suit against Leach. 

And he says recent developments have borne out his contention that the 
primary concern at the White House has been to hide potential embarrassment to 
Hillary Rodham Clinton, such as her recently disclosed profits on the 
commodities market in 1978-79 . 

"I've said from the start that this whole thing is about Hillary getting 
embarrassed, " McDougal said, noting that the commodities profits were perfectly 
legal but go against the first lady's image. 

The Clintons' recently released taxes showed $ 99,537 in additional income 
from speculation in cattle futures. 

"If I could send Hillary to reform school, I'd do it. . . . She's made the 
(president) suffer and she's made the people of Arkansas suffer." 

McDougal, acquitted of fraud charges in 1990 but still under investigation 
for the 1989 failure of Madison at a cost of $ 47 million to taxpayers, also 
said: 


--He believes President Clinton's contention last week that his Whitewater 
losses were overstated because he'd forgotten about a $ 20,000 loan he made to 
his mother, which had been counted in Whitewater interest payments. 

"I think that's the truth. It didn't mean anything to him. Everything he said 
squared with what I've been saying." 
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He's postponed until next week « promised news conference to lay out hie side 
of Whitewater, saying he wants time to review records maintained by the 
Clintons. 

McDougal said his lawyer, Sam Heuer, was told by deputy White House counsel 
William Kennedy that copies of those records are in the mail. 

The records include copies of delinquent Whitewater tax returns and records, 
including the general ledger. 

Vincent Foster, a deputy white House counsel, had those records in his office 
at the time of his suicide July 20, 1993. He was working to complete overdue tax 
returns for Whitewater, which were due 90 days after the Clintons sold their 
share in the development to McDougal for $ 1,000 in December 1992. 

--He believes any case being prepared against him by Whitewater special 
prosecutor Robert Fiske "is nothing. They don't have a case against me, and if 
they try, Z will take the judicial system to the absolute outer limits." 

Formerly a high roller, McDougal says he is bankrupt and living on a monthly 
Social Security. 

"The worst thing they could do to me is, if they found me guilty of a crime, 
they could move me 40 miles down the road from where I've got a house trailer." 

--He will "flush out" former Little Rock municipal court judge David Hale, 
who has worked out a plea agreement with Fiske in exchange for his testimony 
about Whitewater-related matters. 

"They're going to let that filthy scumbag sit there and tell his story 
against the president of the United States? That is one thing in life that I'll 
do for Bill (Clinton). I will flush (Hale) out." 

Hale says Clinton and McDougal pressured him to make a $ 300,000 loan to 
Susan McDougal in 1986. 

GRAPHIC: PHOTO, b/w, AP 
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James McDougal, the Clintons' partner in the Whitewater land deal, will be 
accused in a criminal referral of concealing from creditors his ownership in the 
development company. 

Bankruptcy trustee Steven Smith said he'll send the criminal referral - a 
report alleging wrongdoing - to Whitewater special counsel Robert Flake this 
week. 

A criminal referral starts a formal investigation and could lead to criminal 
charges . 

President Clinton is not involved in McDougal 'a bankruptcy case and will not 
be named in the referral. 

McDougal filed for bankruptcy in Los Angela* in 1991. His biggest creditor: 
U.S. taxpayers, owed about $ 800,000. 

He told the bankruptcy court his assets were $ 300 in clothes and personal 

possessions . 


Smith re-opened the case in February after learning McDougal was part owner 
of the Whitewater company. 

McDougal ' s lawyer, Sam Heuer, did not return calls. McDougal was not 
available for comment Monday. 

Smith will outline three allegations in the report to Fiske: 

-- Concealing assets, for putting "none" on the bankruptcy form list of 
personal property. 

-- False statement, for stating on the form that he had not been involved in 
any business or partnership from 1985-91. 

-- False statement, for testifying under oath on Oct. 25, 1991 that he was 
not a partner or shareholder in any business. 

"I was entitled to know about the Whitewater asset,” said Smith, a lawyer 
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appointed by the bankruptcy court to collect asaata for creditora. 

McDougal, hi a ex-wife Sue an, and Bill and Hillary Rodham Clinton were equal 
partners in the Whitewater land deal fro* 1978-92. 

McDougal bought the Clintons' 50% share in December 1992 for $ 1,000. He now 
owns 75%; Susan McDougal, 25%. 

tfhitewater Development Co. had a net worth of $ 42,190 in 1991, its tax 
return says. 
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The Whitewater controversy has set off a quiet civil war inside the Clinton 
government, deepening factional rivalries and creating opportunities for shifts 
in the internal balances of power. For President Clinton, getting Whitewater 
under control will now have to include pacifying his own administration. 

The good news for Clinton is that his effective performance at last week's 
news conference reassured many of his own appointees — not to mention Democrats 
in Congress -- and sent his poll ratings back up. But it is characteristic of 
the problems Clinton faces that everyone is blaming everyone else for the 
foul-ups that delayed his public embrace of openness. 

Factionalism, of course, affects every administration, and Clinton's was 
bound to have more of it than dost. Because Clinton believes, correctly, that a 
successful Democratic presidency will necessarily mix policies from the center 
and the left, he is always in a position to disappoint some group whose support 
he ultimately needs. Many of the moderate and conservative Democrats who loved 
him for what he did to pass the North American Free Trade Agreement can't stand 
his health care plan; the strongest backers of far-reaching health care reform 
are liberals who, in most cases, opposed MAFTA. 

The administration has also been divided by sometimes fierce fights over the 
budget between those who saw deficit reduction as the highest priority, and 
others who feared that too heavy an emphasis on deficit reduction would leave 
Clinton with no money to spend on innovations in domestic policy. Clinton's 
characteristic decision to split the difference was a sensible course --he 
needed to do something about the deficit, and he needed a domestic program, too. 

But it leaves room for continual battling at the margins and has forced some 
domestic initiatives -- especially welfare reform and job training -- to live 
within uncomfortable strait jackets . 

Having the broad spectrum of Democratic opinion represented in his government 
is, in the end, a healthy thing for Clinton. But the sour mood created by 
Whitewater has given the factionalism a bitter, personal edge, highlighting 
divisions that have little to do with ideology. 

There are, for example, resentments in the Cabinet agencies at the power of 
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the White Houee inner circle that can now pley out as criticism of the White 
House's h a n d lin g of Whitewater. Cabinet discontent is not new, but even 
Clinton's savvy Cabinet officials have not asked for advice when they might have 
helped him out of his jam. And on some issues -- particularly health care -- the 
Clinton operation has been unusually centralized. Those who were left out when 
the Clinton health plan was written are not unhappy over the large role Congress 
is assuming in rewriting it. Members of Congress often voice out loud objections 
the internal critics tried unsuccessfully to raise last year. 

Clinton's circle of outside political consultants has also come under attack, 
when Clinton critics say "they still think they're running a campaign over 
there,” that's usually a coded way of lobbing a grenade at James Carville, Mandy 
0 run wa Id or Paul Begala, the 1992 campaign veterans who are criticized for 
prefering quick- response attacks to explanation and reassurance . Defenders of 
the political advisers say the real problem in the White House has been the 
excessive role of "the lawyers,” who are accused of resisting Whitewater 
disclosure long after anyone with political sense understood the importance of 
answering questions. The Whitewater controversy has also been a nightmare for 
David Gergen, who is seen by some Clintonites as insufficiently liberal or 
insufficiently loyal, and by his supporters as the chief purveyor of a strategy 
of openness. 

The cost of White House divisions was probably felt most keenly by George 
Stephanopoulos , the senior Clinton adviser who. The Post reported last weekend, 
blew up at the decision of the Resolution Trust Corp. to hire Jay Stephens to 
handle cases involving Madison Guaranty. That's the savings and loan whose 
owner was the Clintons' partner in Whitewater. Stephanopoulos emerged as the 
heavy who wanted to know if Stephens, a partisan Republicans and vocal Clinton 
foe, could be dumped. Deputy Treasury Secretary Roger Altman emerged in the 
press accounts as the reasonable voice who stopped anyone from sacking Stephens. 

Stephanopoulos came out of the weekend whole because he's well -liked, because 
even Republicans understood his ire, and because nothing happened to Stephens. 

But the episode showed how damaging the internal maneuvering and 
responsibility-passing over Whitewater can be. Stephanopoulos' friends are mad 
about the leaks against him. Altman feels aggrieved because of what he saw as 
undue pressure from the White House to hang on to his job as acting head of the 
RTC even after he thought it appropriate to recuse himself. 

For all the problems Clinton faces, last week bought him time. By answering 
questions quietly and without rancor toward the press or the Republicans, he 
undermined the perception that he was trying to hide something. Rep. Jim Leach, 
the Republican whose reputation for bipartisanship has given his charges against 
Clinton added credibility, is increasingly being treated as a partisan in the 
Whitewater matter. This means his accusations will now be examined more 
critically. And the press itself is raising questions about the tone of its 
Whitewater coverage. 

But Clinton needs to use the opening to bring order out of the chaos 
Whitewater has left in its wake. At least some of the president's friends are 
telling him it's his responsibility to fix the free- form structure that he has 
encouraged in his White House. Blurry lines of authority have aggravated the 
tensions among those who work for Clinton without making it easier for them to 
challenge him when he should be. It's hard enough to deal with Whitewater, 
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■uagt an unruly political coalition and explain that conplax nix of idaaa that 
la Clintonian. Whan you r frianda and appointaaa a tart turning on each other, 
thoaa ta aka bacona truly iapoaaibla. 
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HEADLINE: Clinton's Approval Rating Rebounds; 

Poll Finds Surge in Support Following Televised News Conference on Whitewater 
SERIES: Occasional 

BYLINE: Richard Morin, Dan Balz, Washington Post Staff Writers 
BODY 

Public support for President Clinton has surged in the wake of his prime -time 
news conference last week on the Whitewater affair, according to a new 
Washington Post -ABC News Poll. 

The news conference performance appeared to restore Clinton's standing, after 
signs that Whitewater had begun to sharply erode his popularity, and most 
respondents said they believe Whitewater has diverted the government from more 
important national concerns. 

The survey, which was conducted over the weekend, found that more than half 
of those interviewed now approve of the way Clinton is handling the Whitewater 
matter. Three weeks ago only one-third expressed a similar view. 

More than half -- 55 percent -- now say they do not think Clinton did 
anything illegal, up from 44 percent earlier in the month. And a larger majority 
said the president is "mostly telling the truth" about his involvement in the 
failed Arkansas land development company. 

But the new survey found that two out of three respondents acknowledged they 
understand little or nothing about the Whitewater affair, suggesting that 
attitudes on Whitewater could change again if additional details become known 
about the Clintons' involvement. 

Clinton's ratings began to skid immediately after 10 White House and Treasury 
Department officials were subpoenaed by special counsel Robert B. Fiske Jr. to 
appear before a federal grand jury to explain what happened at three meetings 
where the Whitewater matter was discussed. 

With Congress voting to hold public hearings at an unspecified time and with 
Clinton and First Lady HUlary Rodham Clinton under pressure to disclose more 
details about their involvement in the matter, the White House decision to 
schedule last Thursday's news conference appears to have paid the dividends 
Clinton's advisers had hoped for. 

A week ago, a Post-ABC poll registered a sharp decline in Clinton's approval 
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rating, to 47 parcant. But aftar tha news conference, hit approval rating jumped 
to 57 parcant -- about tha laval it was bafora tha Whitewater iaaua began to 
heat up. 

Tha findings suggest that Clinton's answers on Thursday night, along with his 
decision to release his tax returns frosi 1977 to 1979, helped reassure many 
Americans that he is dealing forthrightly with the issue. 

The survey of 1,029 randomly selected adult Americans was conducted Friday 
through Sunday. Tha margin of sampling error is plus or minus 3 percentage 
points . 

Tha sharpest boost came in support for Clinton's handling of Whitewater. The 
current survey found that 54 percent now approve of the way Clinton is dealing 
with it, up from 32 percent in a Post-ABC News poll in early March. 

Those gains have come principally from people who were undecided about 
Clinton's role in the land development company and its links to the failed 
Madison Guaranty Savings a Loan, which was owned by the Clintons' Whitewater 
business partner. 

The current survey reflects a sharp drop, frosi 26 percent in early March to 8 
percent today, in the percentage of people who have no opinion on the question 
of how Clinton has handled the matter. The percentage of those who disapprove, 
however, has declined only marginally, from 42 percent to 38 percent. 

The Post-ABC News poll found that 55 percent of the people said they now 
believe that Clinton broke no laws in connection with Whitewater, while 34 
percent disagreed. In early March, 44 percent of those interviewed believed 
Clinton has not broken the law. And when asked in early March if Clinton did 
anything wrong, less than half'-- 45 percent -- said he had. 

Six out of 10 also said Clinton is mainly telling the truth about Whitewater. 

But 44 percent still believe that Clinton is "holding back something important 
about: Whitewater . " 

The latest Post -ABC survey indicates that moat Americans remain ambivalent 
about Whitewater, uncertain about its importance and deeply worried that the 
affair may be keeping the White House and Capitol Hill from addressing more 
important matters. 

A 56 percent majority said they did not yet consider Whitewater to be an 
important issue; overwhelming majorities said they currently considered the 
matter less important than either Watergate or the Iran-contra scandal. 

Many Americans also question the current relevance of Clinton's Whitewater 
dealings, some of which occurred while he was governor of Arkansas more than 15 
years ago. About half --53 percent -- agreed that Whitewater "doesn't have much 
to do with Clinton's presidency,” while 43 percent said it "probably reflects 
the way he's handling the presidency today.” 

Those interviewed also were split on whether the Whitewater matter should be 
the subject of a major investigation. Half of those interviewed --54 percent 
said it did not yet require a "full-scale federal investigation," while 43 
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percent eaid it did. And those Interviewed were equally divided over whether 
Congress should hold hearings on the Whitewater matter. 

In some ways, those interviewed seemed more concerned about the impact that 
Whitewater is having on government operations than on the allegations of 
wrongdoing directed at the president or his wife. 

Seven out of 10 persons interviewed -- 69 percent -- said they thought 
Whitewater "is preventing the federal government from doing important work." And 
more than half of those suspect the furor has caused a disruption in Washington 
work life. 

Seven out of 10 — 71 percent -- said the news media are paying too much 
attention to Whitewater. By 52 percent to 44 percent, the public believes 
Clinton is being treated fairly by the media. 


GRAPHIC: PHOTO, POST-ABC NEWS POLL RESULTS INDICATE THAT 51 PERCENT OP THE 
RESPONDENTS BELIEVE HILLARY CLINTON, SEEN HERB ON THE FIRST PULL DAY OP THE 
FAMILY'S VACATION IN CORONADO, CALIF., DID NOT DO ANYTHING ILLEGAL IN THE 
WHITEWATER MATTER. REUTER; ILLUSTRATION, TWP 
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ANOTHER DIARY 

Joshua Stainer, the Treasury official who discussed the RTC's hiring of Jay 
Stephens, former U.S. attorney for the District, with Clinton aide George 
Stephanopoulos, will go before a grand jury today that already has his diary. 

Mr. Stephanopoulos said he phoned Mr. Steiner last week to let off steam 
about hiring Mr. Stephens, an opponent of the administration, to deal with 
civil suits in the Madison Guaranty case. 

Although Mr. Stephanopoulos added that he was not seeking the removal of 
Mr. Stephens from the case, the Wall Street Journal quoted officials as saying 
the diary may indicate he asked if Mr. Stephens could be removed. 

Time magazine quotes an unearned senior administration official as saying: 
"The dumb SOB kept a diary. A thorough, compulsive diary. Piske's got it, and 
God knows what's in it - as if it isn't enough that we tried to off Stephens." 

One source reported to be close to special counsel Robert B. risks Jr. 
told Time: "It's not the Nixon tapes, but it ain't beanbag." 

DEFUSING THE BOMB 

"Name one practicing politician who could have pulled off what The Amazing 
Clinton managed Thursday night," asked the Boston Globe's David Nyhan. 

"You can't. Not since the Great Gipper in his prime has a political leader 
been so able to dominate the process by mastering the medium of television 
expiation. Tom Hanks copped the Oscar for best actor Monday night; but he's not 
a patch on Mr. High Risk Presidency. . . . 

"Let the record show the tide of the Battle of Whitewater began turning. 

. . As an exercise in bomb disposal, this was textbook." 

FUTURES 

Colorado's Democratic Gov. Roy Romer made his re-election announcement in 
his hometown of Holly, stressing "the old-fashioned values he had learned in 
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Holly during the Depression end Dust Bowl years." 

In Arkansas, Gov, Jin Guy Tucker formally announced his candidacy for his 
first full tana. He is the only Democratic candidate, and analysts believe 
others were scared off by his more than $1 million campaign war chest. 

THE TAX DISCLOSURE 

CBS' Rita Braver spotted it. In their 1977 and 1978 tax returns, the 
Clintons didn't check off the $1 presidential campaign contribution box. In 
1979, Bill checked yes, Hillary checked no. 

TODAY'S QUOTE 

Celebrating his 80th birthday over the weekend in Maine, former Sen. Edmund 
S. Muskie said: "A constituency is what we can create working together, 
bringing people of the same mind, the same hopes, to work in a common effort. 
That's what politicians have to do, and I must say that Z'm ashamed of how poor 
a job so many of them do today." 

TOBACCO'S STRUGGLE 

Just after Hillary Rodham Clinton moved in last year, she announced a 
smoking ban in the White House, wrote Earl Lane of Nowaday. 

"That proved to be an opening volley in what has become an aggressive effort 
by the Clinton administration and its congressional allies to curb public 
smoking and toughen regulation of tobacco products,” he said. 

"Nhile it may take years for the process to play itself out, both sides of 
the battle over smoking agree that the rules of engagement at the federal level 
have been changing. 

"Where once the tobacco lobby could focus on . . . federal crop subsidies 
and fending off pesky surgeon* general - and their annual reports on the health 
risks of smoking - the $50-billion-a-year industry now is in an all-out struggle 
for its political life.” 

HSALY STARTS BLITZ 

Dr. Bernadine Healy, former National Institutes of Health director, will 
begin a statewide advertising campaign in her attempt to win the GOP Senate 
nomination in Ohio, reported National Journal's CongressDaily. 

Well financed ($1.8 million) but not well known, she is deploying 
biographical spots in her effort to overtake front-runner Lt. Gov. Mike DeWine 
for the opportunity to run for retiring Sen. Howard M. Metzenbaum's seat. 

Although she worked for both presidents, the ads mentioned Ronald Reagan and 
not George Bush. The primary is May 3. 


•BULLGATR?' 


Ray Kerrison, New York Post columnist, called it an "extraordinary display 
of defiance. " 
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Mr. Kerrison was writing about the unwill ingnaas of tha Nhita Houaa to 
ralaaaa tha raoorda for Hillary Rodham Clinton's big aoora in cattla futures . 

Ha asserts aany c o— od itiaa experts believe the $100,000 was acquired through 
market manipulation rather than speculation. 

He said the records would normally be included with returns to the Internal 
Revenue Service. He added, "What a sham. The stonewalling continues. The 
cover-up remains in place.” 

PICK YOUR EXPERT 

Despite White House efforts to dispel the controversy over the Clintons' 
Whitewater losses and tax deductions, some accountants contend that the first 
couple still may owe back taxes, the Wall Street Journal said. 

President and Hillary Clinton appear to be correct in arguing they don't owe 
any federal taxes as a result of the Whitewater investment , USA Today said. 

CAMPAIGN KICKOFF 

State Rep. Mark Roosevelt, who announced last week as a Democratic 
candidate against Massachusetts' GOP Gov. William Weld, has made some 
unexpectedly high waves with his campaign kickoff, the Boston Globe reported. 

He told the Globe his record is "probably unsurpassed by any legislator in 
the 20th century in Massachusetts, " which prompted one lawmaker to retort that 
Nr. Roosevelt's hyperbole is probably unsurpassed in this century. 

A television reporter asked why the four-term legislator puts in for the 
$5-a-day payment in part to offset legislators' travel expenses eince he lives a 
few steps from the statehouse. 

"I take it because I'm entitled to it and I deserve it,” said Mr. 

Roosevelt, who is the grandson of President Theodore Roosevelt. "To be very 
honest with you, Z find that an insulting question." 

DOGGING CUOMO 

New York Gov. Mario Cuomo doesn't need any more watchdogs. He already has 
two - and one is oversealous. 

Cara and Max, mother and son German shepherds who roam the grounds of the 
New York governor's Executive Mansion, are supposed to guard against the bad 
guys. Max seems a bit confused. 

Just last week, he tested the flavor of Budget Director Rudy Runko. "He was 
bitten on his lower leg, the calf," a Runko aide said. "He got a tetanus shot 
and he's fine." 

Max may have nipped at least one other aide, but the aide wasn't talking. 
Neither was Max. 

"Max is taking the Fifth," Mr. Cuomo said through spokesman Thomas Conroy. 

Cara, on the other hand, knows friend from foe, Mr. Cuomo said. She treed 
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an intruder aavaral months ago. 

STERN CANDIDATE 

Howard 8 tarn’s candidacy for governor of New York get* the support of USA 
Today's columnist Joe Urschel: "For anyone who thinks Stern isn't legitimate. I 
have but two words: Spiro Agnew. It's not like there are any real 
qualifications for public office. Me elect lawyers all the time." 

DISLOYAL DEMOCRATS? 

President Clinton's advisers are ticked by the unwillingness of 
congressional Democrats to defend the administration in the Whitewater fuss. 

Campaign wizard James Carville doubts their loyalty. "Certainly, when 
anything came up with Reagan or Bush. Republicans down the line defended them 
very tenaciously." he told the New York Times. "It does seem that the culture 
of their party evokes more loyalty." 

The Times' Richard L. Berks said, however, that Mr. Clinton's isolation 
may be of his own making. Sen. Bob Kerrey, Nebraska Democrat, said the issue 
was not loyalty but ignorance. 

"Nobody on the Hill knows the facts," Mr. Kerrey told the Times. "It's 
hard to defend the facts because we don ' t know what the facts are . " 

MONTANA UNCERTAINTY 

Jack Mudd, a lawyer and former dean of the state law school, is widely 
considered to be the Democrats', only hope of unseating OOP Sen. Conrad Bums in 
Montana, said analyst Charles B. Cook in Roll Call. 

Pormer Sen. John Melcher is also seeking the Democratic nomination. 

Although he is better known, he lost to Mr. Burns in 1988 and, observers 
contend, will not be a serious challenge for the incumbent in a rematch. 

Last week Mr. Mudd's chances were muddied by the surprise candidacy of 
Becky Shaw, a student loan counselor and investigator in the state university 
system who has romantic ties to Charles Lester, Mr. Melcher 's media consultant. 

Like Mr. Mudd she is pro-choice. Mr. Melcher is pro-life. Despite 
widespread skepticism, she said she is a "legitimate” candidate and is willing 
to take a lie-detector test to prove she is not a spoiler for Mr. Melcher. 

IMMIGRATION DISPUTE 

"There is no question that this country's tradition of welcoming the tired, 
poor and huddled masses of the world has reaped great rewards , " said the 
Philadelphia Inquirer of the immigration dispute. "After all, who would turn 
down Albert Einstein?" 

But there is a price: Government officials and immigration advocates agree 
that "though most immigrants eventually become working, contributing members of 
society, new arrivals, particularly illegal ones, often require more government 
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services than they giva back in taxes.* 

"Tha Clinton administration acknowledges tha problem, but baa not yat 
figurad out how to 2ully raapond to it,* tha Znquirar added in ita report on tha 
angst in states that incur tha largest coats frosi illegal immigration. 

PUNDIT LINO 

NBC's Jay Leno, on Florida lawmakers passing a proposal to ban nude 
sunbathing: "That's smart. Take the only people in Florida you know aren't 
concealing weapons and put then in jail . " 
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House Banking Committee Chairman Henry B. Gonzalez, responding to questions 
about the Whitewater -Madison affair, said Republican administrations routinely 
made inquiries about new hires at the Resolution Trust Corp. 

In a rambling 98-minute press conference, Mr. Gonzalez also rebuffed House 
Speaker Thomas S. Foley for saying House rules permit Republicans to invite 
witnesses to the oversight hearing that Mr. Gonzalez canceled. 

"Well, you've got to say this, Mr. Foley is speaker and I am the chairman, 
and I am the one that rules on the rules governing the committee," Mr. Gonzalez 
said. 

Throughout the briefing, which about 50 reporters attended, Mr. Gonzalez 
insisted that no questions had yet been raised about the controversy to warrant 
oversight by the Banking and Urban Affairs Committee. 

"I think that when this thing settles, we'll see that a lot of people have 
been smeared, a lot of rumors will be that, and that it will all boil down and 
show that, if there was anything, it happened all during the Republican watch 
[of the last administration]," Mr. Gonzalez said. 

Most of the questions focused on the failed Madison Guaranty Savings and 
Loan and the Whitewater Development Corp., in which Mr. Clinton was a partner. 
A special counsel is investigating ties between the S6L and the real estate 
venture, as well as contacts made by white House officials with federal 
regulators . 

Those contacts included telephone calls made by the president's closest 
aide, George Stephanopoulos , to two Treasury officials regarding the Resolution 
Trust Corporation's hiring of former U.S. Attorney Jay B. Stephens, a 
Republican. 

Asked if such contacts were improper, Mr. Gonzalez said he was not "privy” 
to any direct information about Mr. Stephanopoulos' actions, but that past 
Republican administrations routinely made inquiries about new hires. 
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"They (RTC officials] nsvsr heaitatad to consult with the White Bouse and 
check with the White Bouse. I mean, that's executive branch," Mr. Gonzalez 
said. "And X think that that would -he something that, again, would best be left 
to the special counsel. He's on top of that. Be’s subpoenaed then." 

In Coronado, Calif., where he is vacationing. President Clinton spoke 
favorably of Mr. Stephanopoulos after some reporters inferred a lack of support 
because he had said nothing. 

"He's in good shape," Mr. Clinton said while jogging. Asked if he was 
supporting Mr. Stephanopoulos, he said, "You bet," and raised his right thumb. 

Last week, Mr. Gonzales abruptly canceled a scheduled RTC oversight 
hearing, which the committee by law must conduct twice a year. Re accused the 
ranking Republican on the committee. Rep. Jim Leach of Iowa, of wanting to turn 
the hearing into a probe of Whitewater-Madison. 

Mr. Gonzalez called for general congressional hearings on the issue, which 
the House set the stage for last Tuesday in a resolution co-sponsored by Mr. 
Foley and House Minority Leader Robert H. Michel. 

Mr. Foley said he would talk to Mr. Gonzalez about the RTC oversight 
hearing. According to his reading of House rules, the speaker said. Republicans 
could call any witnesses they wanted as long as their testimony ms relevant. 

Mr. Gonzalez said yesterday that he had not spoken with Mr. Foley about 
the hearing and he gave no firm date when the oversight hearing would take 
place . 

Republicans would be allowed to call witnesses, he said, if the witnesses 
were there to talk about the subject at hand - how the RTC has handled the 
savings and loan bailout. 

"I'm not interested in protecting anybody's reputation, integrity or what 
have you, " he said adding that he bad "the single-minded responsibility of 
preserving the integrity of the committee. That I've done from the very 
beginning, and that's it." 

Mr. Leach, in a statement, said he had "the highest regard" for Mr. 

Gonzalez and that all he wanted was a complete hearing. 

"All the minority asks is that the laws of the United States and the rules 
of the House of Representatives be upheld and that freedom of speech not be 
curtailed," Mr. Leach said. 

Also yesterday, a new poll showed that Mr. Clinton may have improved his 
public standing after his prime-time press conference on Thursday. 

The CNN -USA Today-Gallup poll of 1,036 adults showed that half of those 
surveyed approved of the way Mr. Clinton answered Whitewater-Madison questions 
while 40 percent disapproved. Two weeks ago, 39 percent said they approved of 
his handling of the affair while 41 percent disapproved. 

Mr. Clinton's overall presidential approval rating also improved, rising to 
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52 percent from 50 percent in the March 11-13 poll. 

* Prank J. Murray contributed to this story fro* San Diego. 

GRAPHIC: Photo, Rep. Henry Gonzales meets reporters to discuss his 
committee's agenda.. By AP 
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HEADLINE: Mhitawatsr matters because Madison Guaranty lost our money 


In response to Bruce M. Lloyd's March 23 letter, "Is there any reason we 
should care about Whitewater?" I would like to answer, "Yesl" 

The money lost in the failure of the Madison Trust Co. is tax money. 

Money that you and I have either paid in our taxes or are responsible for 
through the national debt. There is evidence that this money (our money) was 
stolen, if any of this money can be recovered from the illegal beneficiaries, 
it is in the interest of all honest taxpayers that it be so recovered. 

If the money was stolen, and if the people who stole this money are 
currently in office, they should not be given the chance to steal more taxpayer 
funds by remaining in office. 

Fool me once, shame on you. Fool me twice, shame on me. 

H. JAMES MCCONNELL 

Clifton 
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President Clinton continues to decry accusations made against him and his 
vife that he says lack any credible documentation shoving vrongdoing. But that 
doesn't stop him from making unsubstantiated allegations about others. Asked at 
his news conference Thursday about an allegation made that day by Rep. Jim 
Leach - that a senior official in the Resolution Trust Corp. had tried to 
mussle a field investigator who vas looking into the Whitewater mess - Mr. 
Clinton responded that everyone at the RTC vas appointed by Republican 
administrations. Three different times during his press conference, the 
president insinuated that Republicans at the RTC were playing some sort of 
political games of their own. 

Yet the RTC has only one political appointee, its head. The rest of the 
independent agency's workers are non-political civil service hires. It would be 
a violation of federal lav were, the RTC chief to fill positions on the basis of 
political allegiance - in short, with political hacks. Is this what the 
president vas accusing Republicans of doing? If so, where is the documentation 
that would make such a claim credible? 

"The president was obviously wrong when he said RTC decisions were being 
made by Republican political appointees, " says William Seidman, former head of 
the RTC. "Those are all career people. Some are Democrats, some are 
Republicans, and I wouldn't know who was which. The only political appointee at 
the RTC is the president's own man,” namely, acting RTC chief Roger Altman. 

As Michael Hedges reported Saturday in The Washington Times, almost all 
employees at the RTC are Schedule A hires, for which political affiliation 
cannot be considered. Steve Katsanos, an RTC spokesman, lamented that many RTC 
workers were offended by the offhand manner in which Mr. Clinton labeled them 
Republican operatives - especially Democrats in the agency who had supported his 
campaign. Albert Casey, the most recent permanent head of the RTC, says that 
the president overlooked the fact that the core of the RTC's work force - more 
than 2,000 employees - was transferred from the Federal Deposit Insurance Corp. 
Many of them no doubt predated the Reagan administration, a fact Mr. Clinton 
overlooked. 

we are all familiar with Mr. Clinton's moral high horse. During the 
campaign, he railed against the "greed” of the Reagan- Bush years (a time during 
which he and his wife were themselves partners with SfcL high- flyers) . Even the 
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revelation* about Hillary Rodham Clinton's lucrative foray into the volatile 
coomodities market haven't dulled the president's condemnation of Republican 
venality. Mr. Clinton's facile assertion that Republicans mere to blame for 
any irregularities at the RTC is another example of hie quickness to indict and 
discredit others while demanding all the protections of procedure and a complete 
presumption of innocence for himself. 

The most profound irony in all of this is that Mr. Clinton wouldn't be in 
this particular predicament had he not wanted to put his own stamp on the RTC. 

In fact, had he let the most recent RTC chief, Mr. Casey, have his way, the 
agency would have been shuttered last year. The Casey plan was to finish the 
RTC's business quickly and then shut it down. When Mr. Casey took on the job 
in October 1991, the RTC had $410 billion in assets; when he left in March 1993, 
only $80 billion were left. He wanted to sell as much by September 1993 as 
possible, and then hand the leftovers to the FDIC, saving taxpayers the cost of 
running an entire independent agency. Instead of allowing Mr. Casey to execute 
his plan, Mr. Clinton bowed to pressure from Capitol Hill, where many lawmakers 
wanted to see the RTC's work dragged out. (Legislators have found the RTC a 
ripe patch of "constituent service" opportunities; you'd be surprised how many 
friends you can make by steering constituents to real estate for sale at 
below-market prices.) 

Mr. Casey's job was taken over by Mr. Altman, and it didn't take long for 
Mr. Altman to become embroiled in controversy over meetings with White House 
officials at which RTC plans tor criminal action involving Madison Guaranty 
were the topic. 

What to make of Mr. Altman's actions? Well, cosies now that great advocate 
of full disclosure, Rep. Henry Gonzalez, to provide context and cite precedent. 

He claimed that Mr. Altman dicj nothing that wasn't common practice in 
Republican administrations . The heads of the RTC in the Bush years "never 
hesitated to consult with the White House and check with the White House. I 
mean, that's executive branch," said Mr. Gonzalez in a press conference 
yesterday. 

But Mr. Gonzalez' claim, like the president's claims about the RTC, was not 
backed up by any detail, evidence or proof. Indeed, Mr. Casey denies it 
unequivocally. "I don't understand why he said it," he says. "I never once had 
contact with the White House about RTC actions. I don't think it would have 
been appropriate . " 

So Mr. Gonzalez has joined Mr. Clinton in the blame game, and all blame 
seems to rest ineluctably with Republicans. Now, is it really too much to ask 
of a Washington in which Democrats control both chambers of Congress and the 
White House that those same Democrats have a shred, a scrap, a scintilla of 
evidence to support the allegations they so freely bandy about against their 
minority, out -of -power political opponents? 

And since you brought it up, Mr. Clinton, where exactly did you get the 
idea that all civil service hires during a Republican administration are 
Republicans who serve Republican interests? Could it be from personal 
experience as head of a Democratic administration? Come to think of it, how 
many of the people hired for career government positions since January 1993 - 
not political appointees, mind you, but career officials - have Clinton or other 
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Democratic campaign experience? 

In the courea of event e, that ie the kind of question Henry Gonzales and 
other Democratic members of Congress might eagerly ask about a Republican 
administration, particularly were there so much as the remotest Indication of 
hanky-panky. Yet it would probably take the tenacity of a Jim beach to get a 
Democratic Congress to ask the same question of a Democratic administration. 
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March 28, 1994, Monday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 504 words 

HEADLINE: White House Offers Strong Support Por Stephanopoulos 
BYLINE: By RON FOURNIER, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The White House signaled strong support Monday for presidential aide George 
Stephanopoulos, whose complaints about a federal regulator heightened the 
Whitewater controversy. 

"He's in good shape,” President Clinton said, giving a thumbs-up sign on his 
jog in Coronado, Calif. 

It was the president's first statement on Stephanopoulos 1 behalf since 
weekend news reports linked the adviser to telephone calls to Treasury 
Department officials challenging the government's hiring of a former Republican 
prosecutor for the Whitewater investigation. 

The revelations raised questions about whether the White House tried to 
influence the investigation - although the prosecutor was not removed from the 
case. The stories prompted suggestions that Stephanopoulos' job might be in 
jeopardy. 

Not so, aides said privately and publicly Monday. 

"Support for him is 100 percent," White House Chief of Staff Mack McLarty 
said in a telephone interview. "I strongly support him. It really upset me last 
night when I heard reports that he was getting less than full support. It's not 
true. " 

Stephanopoulos, one of Clinton's closest advisers, and another senior aide, 

Harold Ickes, placed a conference call Feb. 25 to Deputy Treasury Secretary 
Roger Altman to express outrage over the decision of the Resolution Trust Corp. 
to retain former GOP prosecutor Jay B. Stephens, RTC sources said. They spoke on 
condition of anonymity. 

Stephens, who sharply criticised the Clinton administration after being fired 
as U.S . attorney for the District of Columbia last March, was hired to handle 
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possible civil suits growing out of the failure of Madison Guaranty Savings a 
Loan. The Arkansas thrift was owned by James McDougal, co-owner in the Clintons' 
Whitewater land venture. 

The Washington Post and Time magazine reported that Stephanopoulos or Zckes 
asked Altman, the acting head of the RTC, "Can anything be done about it? Is it 
final?” 

Stephanopoulos also talked to Joshua Steiner, the Treasury Department chief 
of staff, about Stephens' hiring. 

Stephanopoulos told Time he merely asked how Stephens came to be hired, 
adding that he "blew off steam over the unfairness of that decision." 

McLarty said Monday he wished the calls were not made "because they can be 
misconstrued, " but he said Stephanopoulos did nothing more than express anger. 

In a show of support, several White House staff members, including at least 
one senior adviser, took Stephanopoulos to lunch Monday at a trendy restaurant 
near the White House. 

Stephanopoulos is one of a dozen administration officials ordered to testify 
before a grand jury investigating contacts between the White House and federal 
regulators . 

The latest. White House staff secretary John Podesta, is the keeper of 
Clinton's personal notes and records. A senior White House official, speaking on 
condition of anonymity, said it is not believed that Podesta will be asked about 
the president's papers. Instead, his contacts with Altman are expected to be the 
subject of his testimony. 
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March 28 , 1994, Monday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 782 words 

HEADLINE: ETC Investigator Waged Lonely Battle for Clinton Probe 
BYLINE: By RICKARD KBIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

For months, a federal investigator named Jean Lewis labored to get her 
superiors to take seriously what she believed was a check-kiting scheme at an 
Arkansas savings and loan that might have benefited President Clinton and his 
wife. 

Lewis, an investigator in the Resolution Trust Corp.'s Kansas City, Mo. 
office, was for months the lone voice calling for a probe into the relationship 
among the Clintons, the Whitewater Development Corp. and the failed Madison 
Guaranty Savings and Loan. 

Her actions came to light last week when Rep. Jim Leach, R-Iowa, released a 
series of memos, notes and electronic mail messages between Lewis and her 
colleagues. Now, she is likely to be a key in special prosecutor Robert Piske's 
Whitewater probe and the RTC's ultimate decision about whether to pursue civil 
actions against those involved in the failure of Madison. 

Madison* 8 owner, James McDougal, was acquitted in 1990 of federal bank fraud 
charges arising from the SSL's failure. 

Lewis was assigned to take another look at Madison in 1991. As she probed, 

Lewis came to wonder: If the Clintons had put no money in Whitewater, and it was 
generating little cash flow, how was the $ 202,000 in loans being paid off? And, 
she wrote in a Feb. 2, 1994, memo: Shouldn’t the Clintons' suspicions have grown 
since they knew that their Whitewater co- investor, McDougal, headed an SSL that 
was commonly known to be in bad financial shape? 

In one memo to her own file, Lewis related how a lawyer with the Federal 
Deposit Insurance Corp. in Washington, April Breslaw, had told her "the people 
at the top" wanted to say that Whitewater did not cause a loss to Madison. 

Lewis wrote that Breslaw said the superiors wanted a "honest answer" but 
would be "happier about certain answers that would get them off the hook." Lewis 
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wrote that aha reiterated to Breslaw that her baliaf that Nhitewater had caused 
losses to Madison. 

Breslaw did not return a call fro* The Associated Press. But in an interview 
last week with The Hew York Times, Breslaw disputed Lewis' assertion and 
criticized the quality of her investigation. 

■I categorically deny the accusation that Z said anybody from Washington 
wanted any particular outcome on any issue," she said. "That's a complete 
fabrication. " 

Leach says he has heard a tape recording of the Lewis -Breslaw conversation 
that supports the interpretation of Lewis, who worked the Madison case off and 
on from July 1991 until she was abruptly removed last November. Although 
assigned to other duties, she has maintained interest in the Madison case and 
has continued to write internal memos to argue her position. 

In the documents released by Leach, Lewis did not accuse the president or 
Biliary Rodham Clinton of any wrongdoing. But after tracking $ 70,000 that 
McDougal shifted from Madison to Whitewater in 1985, she said the Clintons might 
have been the unwitting beneficiaries of Madison's defrauding. 

RTC spokeswoman Felicia Neuringer declined to comment on Leach's statements 
or anything in the documents he released last week. 

Lewis did not respond to a message left on her office answering machine. But 
she told The Kansas City Star: "My hands are tied. I'd like to keep my job." 

Several colleagues and one of her superiors spoke highly of Lewis' abilities 
as an investigator but declined to be quoted by name. 

However, others take a dim view of her work, particularly Sam Heuer, 

McDougal 's attorney. Heuer called Lewis "a lady who appears to be on a 
one -person vendetta in the RTC against Madison Guaranty and President 
Clinton. " 

And some in the RTC agreed with Heuer 's arguments that Lewis' referrals 
naming the Clintons were simply not worth pursuing. 

Lewis* resiliency was tested when her first recommendation that the Clintons 
be subjected to a criminal investigation was rejected. She followed up with a 
second, similar recommendation. 

Finally, Lewis was taken off the case • to her temporary relief, she said. 

"The powers that be have decided that I'm better off out of the line of fire 
(and I ain't arguing)," Lewis wrote in a Nov. 10, 1993, electronic mail message 
to colleagues that was released by Leach. 

Before being removed, Lewis worked from May to October 1993 to learn from the 
Justice Department what had become of the Madison case. Unfamiliar with the 
department's structure, Lewis took ja-month to locate someone in the agency who 
could help her track it. ButeVeh then, Lewis never spoke directly to the 
Justice officials ^fi^MsShingtan who personally dealt with the case. 
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Ultimately, aha laarnad that tha U.8. attorney's office in Little Rock, Ark., 
had decided much earlier against prosecuting the case without more evidence. 
LAMQUROB: 8NQLX8H 
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The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 28, 1994, Monday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 966 words 

HEADLINE: Gonzalez Defends Cancellation of Hearings 
BYLINE: By DEBORAH MBSCB, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The House Banking Committee chairman said today he's "not interested in 
protecting anyone" in the Whitewater affair, and defended his decision to cancel 
what would have been the first House hearing on the subject. 

Rep. Henry B. Gonzalez told a news conference the committee would conduct 
hearings "at the proper time and under proper circumstances" ~ not, he said, 
while Republicans planned to "create a donnybrook" and interfere with a special 
counsel . 

Gonzalez' comments did not concern the broad, Whitewater hearings the House 
voted to hold if the bipartisan leadership agrees on a time and format. 

The Texas Democrat referred to legally required hearings on the saving* and 
loan cleanup agency, which were scheduled March 24 and then cancelled by 
Gonzalez . 

Republicans, citing a House nils that allows the minority party to call 
witnesses, had invited a list of witnesses that read like a who's who of the 
Whitewater affair. 

Gonzalez said that under his interpretation, the Republicans could not 
conduct an investigatory hearing if the majority Democrats did not plan to do 
so. 


"I'm not interested in protecting anyone ... only in preserving the integrity 
of the committee, " Gonzales said, adding he only has met President Clinton on 
one occasion and never talked to the White House about Whitewater. 

Meanwhile, the ranking Republican on the committee said Sunday he cannot 
conclude two top White House aides acted illegally when they complained to a 
Treasury official about the hiring of a former Republican-appointed prosecutor 
in the Whitewater case. 
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"The Whit a House may hava made a mistake , but I think it'd be prematura to 
draw any extraordinary conclusions, " Rap. Jim Leach, R-Iowa, said Sunday on 
NBC's "Meet the Press.” 

"It's natural that they would be upset” with a decision by the Resolution 
Trust Corp. to retain former U.S. Attorney Jay B. Stephens to investigate the 
failed Madison Guaranty Savings and Loan, Leach said of senior White House 
aides Harold Ickes and George Stephanopoulos . 

However, "it was probably a mistake to convey this in a way that may or may 
not have implied trying to release him (Stephens) from this job, " Leach said of 
the Feb. 25 call from Stephanopoulos and Ickes to Deputy Treasury Secretary 
Roger Altman. 

"I hope we don't make too much of this part of the story,” Leach said. ”1 
think it's real, but it isn't thoroughly devastating.” 

The white House, meanwhile, challenged a published report that Hillary Rodham 
Clinton did not put any of her own money at risk to realize roughly $ 100,000 in 
cattle futures trading profits in 1978 and 1979. 

Newsweek, in its April 4 edition appearing on newsstands today, quotes one of 
the experts called in by the White House to substantiate information on newly 
released Clinton tax returns as saying Mrs. Clinton did not invest any money of 
her own. 

But the expert, Professor Marvin A. Chirelstein of Columbia University Law 
School, issued a statement Sunday calling the Newsweek article "false and 
irresponsible." The statement was distributed by the White House. 

Chirelstein subsequently told The Associated Press that he had no knowledge 
of whether Mrs. Clinton put up any of her own money in the commodity trading 
because he was given no documentation concerning that portion of their tax 
returns . 

He did acknowledge having a "speculative" discussion with a Newsweek reporter 
on the commodity trading issue, but says he was misunderstood and now regrets 
even discussing a matter on which he had no firsthand knowledge. 

"The truth is that Mrs. Clinton used her own money, and invested at her 

own risk, in making her commodities investment,” said a statement issued jointly 
by Lisa Caputo, Mrs. Clinton's press secretary, and John Podesta, the White 
House staff secretary. 

"It was her own money, every penny of it,” White House spokesman Jeff Eller 
told reporters later as the president flew from Dallas to San Diego. "It was her 
account. She traded it. The story in Newsweek is false.” 

However, the White House has consistently declined to say how much of her own 
money Mrs. Clinton put at risk. 

Newsweek stood by its story, saying Chirelstein "offered his interpretation 
of Mrs. Clinton's commodities trading. He spoke without reservation and 
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indicated that he had seen the relevant financial documents." 

On the RTC matter, Eller said: "The entire Mhite House staff stands behind 
George Stephanopoulos fully and completely and that includes the president, the 
chief of staff and the first lady." 

Stephens, a former White House legal aide in the Reagan administration, was 
fired as U.S. attorney for the District of Columbia last March, two months after 
Clinton took office. 

At the time, Stephens publicly implied that his dismissal was aimed at 
thwarting his office's still -continuing investigation of House Ways and Means 
Chairman Dan Rostenkowski, D-Xll., in the House Post Office scandal. 

The White House has acknowledged that Stephanopoulos and Zckes placed a 
conference call after learning that the RTC had retained Stephens a day earlier 
to pursue possible civil claims against the failed Arkansas thrift. 

Stephanopoulos told CNN on Saturday he had expressed anger at the hiring of 
Stephens but was "just trying to get information." 

Last week, Leach said there was evidence to suggest that federally insured 
deposits in Madison were used to cover interest payments on loans to Clinton and 
his wife covering their investment in the Whitewater land development 
enterprise . 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Clinton in his bid for re-election as Arkansas' governor. 
Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $ 47 million. 
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SECTION: News; Domestic 
LENGTH: 20S0 words 

HEADLXNB: 'Time' Alleges Stephanopoulos May Have Misused Power 
GUBSTS: JOHN STACKS, "Time” Magazine (LIVE); 

BYLINE: LEON HARRIS 
HIGHLIGHT 

John Stacks from "Time” Magazine discusses this week's cover story, which 
alleges members of the White House staff, particularly George Stephanopoulos, 
may have obstructed justice in the Whitewater affair. 

BODY 

LEON HARRIS, Anchor: The Clintons are in San Diego this morning, beginning a 
week of vacation. The president and his family arrived from Dallas after 
watching their favorite basketball team, Arkansas Razorbacks, advance to the 
NCAA final four round. The Clintons have scored one victory in the ongoing 
Whitewater case. Tax experts say that they do not appear to owe the IRS any 
more money because of their failed Whitewater real estate investment. The 
Clintons released their tax returns for 1977, 1978 and 1979 and USA Today 
reports the Clintons' partner in the Whitewater deal, failed SfcL executive James 
McDougal, has recanted his charge that the Clintons claimed tax deductions for 
interest payments that they never made. 

In the meantime, the White House is rallying behind presidential adviser George 
Stephanopoulos. Special prosecutor Robert Fiske reportedly is looking into a 
February phone call between Stephanopoulos and one of his friends at the 
Treasury Department. Stephanopoulos allegedly inquired about removing a 
Republican who was hired to investigate the failed Arkansas SfcL linked to 
Whitewater. We are going to be talking some more about possible White House 
staff involvement in the Whitewater case now. Time magazine, in its April 4th 
edition, takes an in-depth look at how the president's staff reportedly tried to 
hinder the investigation into Whitewater and our guest this morning is John 
Stacks. He is the deputy managing editor of Time magazine and he joins us from 
New York. Good morning. 

JOHN STACKS, "Time" Magazine: Good morning. 
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HARRIS: Thank you vary much for coming in. Noll, what can you tall ua about 
this headline that you have here? Did Stephanopoulos obstruct justice? 

Mr. STACKS: Wall, I think that- that judgment will ultimately be made by the 
special prosecutor and perhaps by the Congress, but the sources wa talked to - 
and we talked to quite a few - do indicate that Stephanopoulos came very close 
to the line of- of committing an illegal act. Whether he did or not depends on 
the precise language and precise intent that he had which, as Z say, will be- 
will be developed later. 

HARRIS: Did he go over the line, though? 

Mr. STACKS: I think very close to it. Again, it depends exactly what he said 
and exactly what his intent was and under whose direction he was operating, but 
it will take- it will take the grand jury, I think, and the special counsel to- 
to get to the bottom of that. 

HARRIS: What do you think of the comments of Representative Jim Leach, who is 
the leading Republican in the Whitewater charge here, who is saying, himself, 
this morning- this weekend, was quoted as saying that he didn't think there was 
that much to this story about George Stephanopoulos? In fact, he was saying 
that we should leave that story alone. 

Mr. STACKS: Well, I think- I think we- again, we have to wait and see exactly 
how serious this was and exactly what the evidence in the case is. But what is 
important about this story is that however the final judgment comes down, it was 
an example of- of using the power of the White House, the power of the 
presidency, if you will, to try to alter the course of this investigation. And 
that is what's been- what's been absent so far in this- in this entire 
Whitewater- complicated Whitewater affair is really any misuse of governmental 
authority which has made it less than- less than a big deal, I think. Until 
that moment, when political power, the power of the presidency and the White 
House is misused, if that were the- if that was the case, that was the case, 
that is a big deal. 

HARRIS: All right, then for you, whose keeping a close eye on this story as it 
develops, what are the main questions that remain to be resolved? 

Mr. STACKS: I think the questions are narrowing very fast. I think the release 
of the taxes last week was a very smart move and one has to wonder why it took 
so long to do it. Without those tax returns, it was possible for their- for 
Governor Clinton and Mrs. Clinton's former business partner McDougal to make 
allegations about the flow of money between the couple and the corporation which 
turn out not to be true. One wonders why the taxes weren't released earlier. I 
presume it was because they showed the large capital gain that Mrs. Clinton made 
in some commodity trading in '77 and '78. Why that would be embarrassing, I 
don't know, but now that they are out, the questions that McDougal raised and 
the anomalies in their handling of the Whitewater money now seem to disappear 
and to their benefit. 

HARRIS: Time magazine also conducts its own polls. How do you think the polls 
are going to be reacting this week, following the news of the weekend? It seems 
to be sort of a good news /bad news thing we have had this weekend, what with the 


LEXIS -NEXIS’fS LEXIS-NEXIS’« LEXIS -NEXIS’fSi 


Services of Mead Oats Central. Inc. 


14D3 



2311 


NEWS. March 28. 1994 


Page 12 


tax news being good and tha Stephanopouloa news being bad? 

Nr. STACKS: It depends how closely people pay attention to it. I think the 
result- the misuse of power in the White House, again, if that's what occurred, 
will be very troubling. I think Governor Clinton- President Clinton suffered 
about a 10 percent decline in the polls last week, or over the last 10 days, 
because of the corrosion and erosion of questions about Whitewater. As those 
begin to recede - and I think they may begin to recede - I think- I think his 
poll standing will improve. 

HARRIS: Well, we're going to be taking phone calls in just a moment for John 
Stacks. Before we go away for a break- before we go- get to the phone calls, I 
want to ask you one question about the hearings that are- seem to be pending. 

How soon do you think there will be hearings? 

Mr. STACKS: I think the best estimate from the Hill has been sometime in May. 

There was a question about whether there will be a single joint committee, a la 
Watergate, or whether there will be separate hearings in the House and the 
Senate. I think it is also conceivable that there won't be any hearings. 

HARRIS: You do? 

Mr. STACKS: That by the time it's all said and done, it won't be that 
interesting. 

HARRIS: Okay. We'll see how this all shakes out. We are going to talk with 
John Stacks, give you a chance to call in with your questions. If you want to 
call in with questions for John Stacks, managing editor- deputy managing editor 
of Time magazine, call in area code 404-221-18S5, just ahead. 

(commercial break] 

HARRIS: Topic this morning, Whitewater. We're talking with John Stacks of Time 
magazine. We are taking your phone calls right now. First call this morning 
for Mr. Stacks is from Pennsylvania, go ahead. 

PENNSYLVANIA CALLER: Yes, hello. I'm wondering how come you're making such a 
big deal out of absolutely nothing that didn't even occur during this- this 
man's presidency - and I think it's a great president - when, during Ronald 
Reagan's presidency, we had the sleaze factor, you didn't make anywhere near a 
big a deal out of all the people that were corrupt and had to leave his 
administration. 

Mr. STACKS: Well, I think that's not quite true. The- we certainly made a big 
deal, or covered thoroughly if you will accept that phrase, Iran-Contra and the 
rest of the difficulties there. We have actually not made a very big deal 
about- about Whitewater, per se, about the dealings in Arkansas 15 years ago. I 
think you are right to say, 'Who cares?' unless there was something very 
criminal or something very bad in that incident, in that deal - and we don't 
know that - I don't think it is a big deal. I do think it is a bigger deal, 
however, when the president's closest assistant begins to use the power of the 
white House to try to divert attention, or divert the investigation into the 
Madison Guaranty. I think that- that's what we are making a big deal out of 
this week and I think that's a different order of magnitude. 
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HARRIS: Next cell from Georgia, go ahead. 

GEORGIA CALLER: Hello? 

HARRIS: Yea, you are on the air, Georgia. 

GEORGIA CALLER: Yea. I would like to concur with the laat caller. I've got a 
two point queation. The firat thing ia that, with iaauea auch aa health care, 
juat- let 'a juat concentrate on health care. When it 'a conauming almoat $1 
trillion out of our national economy annually, if we don't have, you know, with 
the coverage on Whitewater and aa it 1 a baaically diverting attention from health 
care, isn't- aren't we hurting ouraelvea more aa a nation by not tackling that 
problem now and diverting ouraelvea on Whitewater? And the aecond part of the 
queation ia, do you feel that you are hurting Vince Poater'a family 
unneceaaarily with the allegationa that Mr a. Clinton had an affair with him and 
thinga auch aa that, which are really very peraonal and really very hurting to 
hia own family? Thank you very much. 

HARRIS: Mr. Stacka? 

Mr. STACKS: Let me take the second part first. We have never made auch an 
allegation and- and, if anyone has made that allegation in the press, I haven't 
seen it. That would, of course, be highly irresponsible. We have not written 
that. I'd never* even heard that until- until you just said it. On the second 
question, that is whether the press ia paying to much attention or not enough 
attention to Whitewater and Madison Guaranty, I think it is arguable that we- 
that the press has been too preoccupied with it, that Washington has been too 
preoccupied with it, that the Republicans have been too preoccupied with it as a 
stick to hit President Clintorf. But, I also don't think that paying attention 
to one thing means you pay no attention to the other. Certainly in our 
magazine, we have- we have given lots of coverage, and will continue to give 
lots of coverage, including in this week's magazine, to- to the health care 
debate, which I agree is quite important. 

HARRIS: Next call, from West Virginia, hello. 

WEST VIRGINIA CALLER: Hello. Yes, sir. My name is John Zervus (sp?l . Sir, I 
think you are doing a great job, sir. Don't let any of these Democrats do you 
in. I appreciate what you are doing. I was in the Navy five years and with 
this Clinton administration, I thought I was a goner. I did my time in the Navy 
for nothing. They're sleazers. He gets out every- every little thing he can 
get out- 

HARRIS : Do you- do you have a question for Mr. Stacks? 

WEST VIRGINIA CALLER: Yes, sir. Can you be sued, sir? 

Mr. STACKS: Of course, yes. 

HARRIS: Well, that's a strange question. You made a comment a moment ago that- 
Mr. STACKS: I hope not. 
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HARRIS: But, Nr. Stacka, I'd juat like to giva you a follow-up on that quest ion - 
a comment you made earlier about you- you seeing a scenario in which there would 
be no hearings. I would like to see- I would like to know more about your 
thinking along those lines. 

Mr. STACKS: Z think it's possible that- that the great mysteries of Whitewater 
can unravel very quickly, because they are not so great, is perhaps- that was 
perhaps an overstatement, that Congress may be too invested in the notion of 
having these hearings and may go ahead anyway. We may not know the core answer- 
the answer to the core question about Whitewater and that was, was the savings 
and loan which lost a lot of money, for which the American taxpayers had to foot 
the bill, was that savings and loan misused in some way in Governor Clinton's 
campaign or misused in some way with the land deal called Whitewater. And that 
may still not be known by May and so the Congress may go forward. The other 
questions about the personal improprieties of the president and the first lady 
which did revolve around the money used or misused in- in Whitewater and the 
taking of tax deductions, those questions are getting answered rather more 
quickly because of the release of the returns. 

HARRIS: And, as more answers come up, so do more questions. John Stacks from 
Time magasine, thank you very much for talking with us this morning. 


Mr. STACKS: Thank you. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
tape. 
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HEADLINE: LEACH URGES KEEPING FOCUS IN WHITEWATER; 

INQUIRY: OOP'S CHIEF CRITIC OF CLINTON IN CONTROVERSY SAYS TOO MUCH IS MADE OF 
WHITE HOUSE AIDES' PHONE CALLS. HE SAYS THEIR ANGER WAS 'NATURAL. ' 

BYLINE: By ANN DEVROY, THE WASHINGTON POST 

DATELINE: WASHINGTON 

BODY 

The leading Republican critic of President Clinton's involvement in the 
Whitewater controversy Sunday said the angry White House reaction to the 
appointment of a partisan Republican to investigate civil cases for the 
Resolution Trust Corp. was "pretty natural" and too much should not be made of 
it. 


Rep. Jim Leach (R-Iowa) said it would be "premature to draw any extraordinary 
conclusions” about a phone call senior White House adviser George Stephanopoulos 
made in February to Joshua Steiner, chief of staff at the Treasury Department. 

Sources have described Stephanopoulos as angrily asking Steiner how the RTC 
came to name former federal prosecutor Jay B. Stephens to investigate possible 
civil cases against Madison Guaranty Savings & Loan and whether that hiring 
could be reversed. 

Stephens, a former Republican U.S. attorney for the District of Columbia, waa 
sharply critical of Clinton when the President fired him as part of the removal 
of all the U.S. attorneys who were appointed by the George Bush Administration. 

Stephens has also considered running for political office. 

He was hired by the RTC in early February, and among the cases the agency is 
examining for a possible civil action is the Rose Law Firm's representation of 
Madison Guaranty before Arkansas regulators. 

Hillary Rodham Clinton, then a partner at the firm and a partner in the 
Whitewater Land Development Corp. with her then-governor husband and James B. 
McDougal, who owned Madison Guaranty, asserted to the state regulators that 
the thrift was on the road to financial health. 

It later collapsed, requiring a taxpayer bailout of at least $47 million. 

Leach, the senior Republican on the House Banking Committee who is leading 
the GOP charge on Whitewater, told NBC-TV's "Meet the Press" on Sunday that the 
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Stephanopoulos phone cell "may have been a mistake" but he added: ”1 hope we 
don't make too much of this part of the story." 

instead, Leach pressed for a full congressional investigation of the 
relationship between Madison Guaranty and Whitewater Development. 

Leach has maintained that Whitewater Development and Madison Guaranty were 
so intertwined that the Clintons ended up with financial benefits from the SAL 
even as it was collapsing and their Whitewater project was failing. 

The President maintains that he lost about $46,000 on the Whitewater 
endeavor . 

During the TV interview, Leach adhered to his previous assessment that the 
Whitewater case is not about impeachment and should not be about criminal 
charges against the Clintons. "If there are breaks of the law, it should be 
understood there are civil remedies and criminal remedies," he said, "in this 
case, I would strongly recommend a civil route." 
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BYLINE: From Times Staf£ and Wire Services 

DATELINE: WASHINGTON 
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The leading Republican critic of President Clinton's involvement in the 
Whitewater controversy Sunday said the angry White House reaction to the 
appointment of a partisan Republican to investigate civil cases for the 
Resolution Trust Corp. was "pretty natural" and too much should not be made of 
it. 


The White House, meanwhile, spent much of the day denying allegations from 
Whitewater- related news reports. 

Officials flatly denied a report that Hillary Rodham Clinton put none of the 
Clinton's own money into a cattle- futures investment that earned the family 
about $100,000 in 1978 and 1979. 

Later in the day, a White House spokesman approached reporters aboard Air 
Force One to deny broadcast reports that White House support for senior adviser 
Georgs atephenopoulos was weakening. 


On the "Meet the Press" program. Rep. Jim Leach (R-Iowa) said it would be 
"premature to draw any extraordinary conclusions" about a phone call 
Stephanopoulos made in February to Joshua Steiner, chief of staff at the 
Treasury Department. 

Sources have described Stephanopoulos as angrily asking Steiner how the RTC 
came to name former federal prosecutor Jay B. Stephens to investigate possible 
civil cases against Madison Guaranty Savings fc Loan and whether that hiring 
could be reversed. 

Stephens, a former Republican U.S. attorney for the District of Columbia, was 
sharply critical of Clinton when the President fired him as part of the removal 
of all the U.S. attorneys appointed by the George Bush Administration. 

Among the cases the RTC is examining for a possible civil action is the Rose 
Law Firm's representation of Madison Guaranty before Arkansas regulators. 
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Hillary Rodham Clinton, than a partnar at tha firm and a partnar in tha 
Whitewater Land Davalopmant Corp . with har then -governor and James B. 

McDougal, who owned Madison Guaranty, assarted to tha state regulators that 
tha thrift was on tha road to financial health. It later collapsed, requiring a 
taxpayer bailout of at least $47 million. 

Leach has maintained that Nhitewatar Davalopmant and Madison Guaranty were 
so intertwined that the Clintons ended up with financial benefits from the S&L 
even as it was collapsing and their Whitewater project was failing. 

The President maintains that ha lost about $46,000 on tha Nhitewatar 
endeavor . 

During an interview on NBC-TV's "Meet the Press,” Leach adhered to his 
previous assessment that the Whitewater case is not about impeachment and should 
not be about criminal charges against the Clintons. 

The futures investment came up in Newsweek story that quoted professor Marvin 
A. Chirelstein of Columbia university Law School as saying that Mrs. Clinton 
invested no money of her own. Chirelstein issued a statement calling the article 
"false and irresponsible." 
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A leading Republican critic of the Administration's handling of the 
Whitewater matter today offered an unexpected defense of a senior White House 
aide who complained to Treasury officials about the appointment of a political 
foe to oversee part of the case. 

The critic. Representative Jim Leach of Iowa, has been among the most vocal 
Republicans asserting that President Clinton and his wife, Hillary, behaved 
unethically in the investments they made in the Whitewater real estate venture. 

But today, Mr. Leach said he considered it "pretty natural" for the aide, George 
Stephanopoulos, to display anger over the hiring of a former Republican 
prosecutor. Jay B. Stephens. Mr. Stephens is looking into Madison Guaranty, a 
failed Arkansas savings and loan whose owner was a partner with the Clintons in 
Whitewater. 

Mr. Stephanopoulos acknowledged this weekend that on Peb. 25 he had angrily 
called Joshua Steiner, the chief of staff for Treasury Secretary Lloyd Bentsen, 
to complain about the decision to retain Mr. Stephens , who lost his job as a 
United States Attorney when the Democrats took over the White House last year. 

Thomas P. McLarty 3d, the White House chief of staff, said he would conduct 
an internal inquiry into the substance of that telephone conversation and of a 
second involving Mr. Stephanopoulos as well as Harold M. Ickes, the White House 
deputy chief of staff, and Roger C. Altman, the Deputy Treasury Secretary. Mr. 

Altman had withdrawn that day from involvement in Whitewater investigations by 
the Resolution Trust Corporation, the Pederal agency investigating Madison 
Guaranty. 

Sympathy for Anger 

Mr. Stephanopoulos has said he did not urge Mr. Steiner or Mr. Altman to 
rescind the hiring of Mr. Stephens, and a lawyer for Mr. Ickes has said his 
client did not do so either. Today, Mr. Leach said he had no evidence that such 
a suggestion had been made. 

"Now, once they're angry, it doesn't mean you call the, you know, the powers 
that be to try to get him fired," Mr. Leach said on the NBC program "Meet the 
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Press. • -Whether they did or not, nobody knows. But again, Z think it would be 
premature to draw too heavy conclusions from it.* 

A second prominent Republican also defended Mr. Stephanopoulos today. Marlin 
Fitzwater, who served as White House press spokesman for Presidents Ronald 
Reagan and George Bush, said that Mr. Stephanopoulos ' a actions were justifiable 
in a partisan sense. 

-I have to admit that if you stand in George Stephanopoulos ' s shoes, it would 
be a little difficult not to be surprised and outraged by that appointment,* Mr. 
Fitzwater said in an interview on a C-Span interview program, according to a 
partial transcript released by the White House. 

Mr. Stephens, who was dismissed along with dozens of other Republican United 
States Attorneys shortly after Mr. Clinton took office, suggested at the time 
that the Clinton Administration was trying to block his investigation into 
accusations of embezzlement and payroll padding by Representative Dan 
Rostenkowski . Mr. Rostenkowski , an Illinois Democrat and chairman of the House 
Ways and Means Committee, is an important Clinton ally. 

The contacts between officials from the Treasury Department, the Resolution 
Trust Corporation and the White House have become a subject of inquiry for 
Robert B. Fiske Jr., the special counsel appointed to investigate Whitewater. 

GRAPHIC: Photo: Representative Jim Leach (Associated Press) 
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They ware dead wrong, all of than, whan they talked Bill into appointing 
special counsel. Z knew it; I told him, when we were off in Moscow, that 
starting a criminal investigation would cone back to haunt us. 

But they all thought it was so smart to raise the standard of judgment to a 
criminal level. That would be a way of hiding under a subpoena all the 
documentation that made me look like a greedy, unethical lawyer, keeping it from 
Congress and the press. 

It was so easy for the staffers here in Washington, feeling heat about the 
transfer of files from Vince's office, to cave in to the Democratic 
establishment and damn media. Even Beraie, the only one who put our interests 
first, was certain that Fiske never went to indictment without an airtight case. 

And what really gets me is those sanctimonious jerks who say "there's nothing 
to hide; if only Clinton had made full disclosure in the first place" and "it 
isn't the 13-year-old e m b ar rassments that hurt, it's the oover-up . " 

What do they know about what happened back then and how it would look now? 

Did they imagine I made $100,000 on an investment of next to nothing in cattle 
futures, thanks to the advice of our poultry industry? We did what everybody did 
in a state capital, and not just in Arkansas -- but go try and say "everybody 
did it." 

If Bill had hung tough back in December, as I pleaded with him to do, we 
would have had a month of press huffing and puffing and it would all be over. 

But now we're being herded into an iron triangle: the grand juries, the press 
that pushes the counsel to call witnesses under oath and the cowards in Congress 
caving in to a televised-hearing soap opera. 

That smarmy Leach, with his reasonable, nonpartisan, this-pains-me pose, is 
killing us. He's already taken away my argument that this is all a Republican 
plot to stop health care. Now he's attacking our central position that we lost 
money on Whitewater, which we can never aban d on no matter what the figures show. 
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Bill struck tbs perfect nets in his prime-time press conference. No more 
f ingers-on-the-chest, "Who, me guilty?" end no more "no, no, no, no" pounding on 
the lectern. Just the statesmen who won't be distracted. Sometimes he's just 
marvelous. 

I can't do that; 1 know too much. For a few more weeks, I can give interviews 
to the gentler journalists but sooner or later somebody's going to hit me with a 
murder drill. 

"When did you first learn of the criminal referral? What did you and your 
chief of staff discuss after her heads-up meeting with the R.T.C. at the White 
House? What did you say to Bemie Nussbaum about evidence in that long meeting 
after Vince's death? Did you discuss the Whitewater or Madison files with Vince, 
with Bill Kennedy, with Web Hubbell, with the President?" 

Z can deflect those to the press, but when the grand jury calls -- as surely 
it will -- what can Z say under oath? And did anyone besides that Kansas City 
investigator secretly tape conversations? Will Susan McDougal turn on us? 

The way the whole Rose firm is ratting on Web reminds me of time charges. 
Every lawyer has to detail the time, place, subject of meetings for billing to 
clients; what did we submit to cover that $26,000 in billing to Madison 
Guaranty? What did Vince or web or Bill or Z bill Whitewater or McDougal? Were 
those records shredded at the firm? God, Z hope so. 

What makes me sick at heart ie how perfectly normal actions now gain the 
color of cover-up. So what if George blows sky-high when he hears the R.T.C. 
hired Jay Stephens for civil recovery? That prosecutor made a Republican name 
for himself by entrapping Washington's Mayor Barry with a sex lure -- is that 
what I have to look forward to? (And what if Jay Stephens goes after Jack 
Stephens?) 

Zt's as if we're on a phantom train that's gathering momentum and we can't 
get off. Zt's easier for Bill --he won't have to face those hearings and grand 
juries as Z will, and Z cannot pretend I don't know the details. 

Why is this nightmare happening to us? We weren't rich, and money and 
political power always seek each other out; but now the usual, quiet statehouae 
dealings are being measured by impossible Federal standards. 

They tell me that after the Lance affair, when things began to go sour for 
President Carter, he called in Bob Strauss, who told him: "You know what your 
problem is? You used up all your damn luck getting here." 
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HEADLINE: Republican maintains Clinton did benefit from SAL money 
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BODY 

In the fury of Whitewater, the most serious accusation yet against President 
Clinton got little attention this weekend. 

Rep. Jim Leach, R-Zowa, the most dogged Whitewater critic, detailed the 
results of his five -month probe on Thursday and Friday. 

His main accusation: Clinton did benefit, "directly or indirectly," from $ 
70,000 diverted from Madison Savings & Loan, owned by his Whitewater partner, 
James McDougal. 

"Whitewater may have begun as a legitimate real estate venture, but it came 
to be used to skim, directly or indirectly, federally insured deposits from an 
S&L and a small business investment corporation," Leach said. 

But the proof is not obvious from the 1 - inch thick stack of documents and 
analysis he released. Much depends on how the material is interpreted. 

Clinton says he did nothing wrong. If any funds flowed from Madison S&L to 
Whitewater, "I have absolutely no knowledge of that," he said. 

Even Leach says he found no crimes. But he says civil penalties may be 
appropriate . 

Leach argues taxpayers essentially provided a $ 70,000 subsidy of Clinton's 
investment in the 230-acre Whitewater vacation development in north Arkansas. 

This subsidy saved Clinton and McDougal when they repaid more than $ 200,000 
borrowed to finance Whitewater. 

He says Madison S&L funneled money improperly into Whitewater. That 
contributed to the $ 47 million loss that taxpayers picked up when the S&L 
failed in 1989. 

"Coming into Whitewater were federally insured deposits, indirectly or 
directly, " Leach said Sunday on NBC ' a Meet The Press . 

Leach's probe found Whitewater received $ 70,000 from companies and 
partnerships that, according to regulators, received improper loans from Madison 
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SAL. 

He backs up the accusation with an extensive roater of documents: Whitewater 
corporate check ledgers. Madison SAL records, canceled checks and court 
documents. 

Many of the companies that gave money to Whitewater were dependent on Madison 
SAL for money. Others were Madison subsidiaries. No public document indicates 
that Whitewater repaid any money to these companies. 

But how directly Whitewater - and Clinton - benefited varies widely. 

For example, Madison Financial Corp. gave McDougal a $ 30,000 bonus in April 
1985, depositing it in Whitewater's bank account. 

At the time, Whitewater was $ 29,745 overdrawn. The $ 30,000 gave Whitewater 
a $ 255 positive balance. 

McDougal was president of Madison Financial, a subsidiary of Madison SAL. 

"As far as I'm concerned, there is a clear-cut loss" caused by Whitewater, 
wrote L. Jean Lewis, a regulator, in a memo. 

Leach also notes the odd way the bonus was paid. Madison Financial awarded 
McDougal part of his annual bonus early, in April, and sent it directly to 
Whitewater. 

In Leach's analysis, the $ 30,000 was money funneled from the SAL to 
Whitewater. Clinton's benefit: He didn't have to sink more money into 
Whitewater. 

But to McDougal, the money was his income. He was free to spend the $ 30,000 
as he saw fit. 

Other payments to Whitewater are harder to tie to Madison SAL. 

For example, Leach includes a $ 4,000 payment from McDougal and Associates to 
Whitewater in 1980. But McDougal didn't buy Madison SAL until 1982. 

McDougal and Associates, one of McDougal 's real estate ventures, got loans 
later from the SAL, Leach says. But it's harder to link this $ 4,000 to taxpayer 
money. 


Source of Whitewater loans 

Rep. James Leach, R-Iowa, says Whitewater Development Co. Inc. received 
about $ 70,000 from companies and partnerships that received improper loans from 
Madison Guaranty Savings A Loan. President Clinton says he did nothing 
improper and lost $ 46,000 on the investment. The payments cited by Leach: 

Date Amount Source of loans 

April 1985 $ 30,000 Madison Financial, a Madison SAL subsidiary, 

gives money to Whitewater and calls it a 


LEXIS'- NEXIS'® LEXIS'- NEXIS® LEXIS'- NEXIS® 

Services of Mead Data Central. Inc. 


W46 



2324 


USA TODAY, Mach 28, 1994 


Pate 25 


bonus for Janos McDougal, tha SfcL's owner 
and a Whitewater partner 

Nov. 1984 $ 12,000 Flowerwood Farms, a real estate venture 

Nov. 1985 9 7,500 Madison Marketing, a Madison SSL subsidiary 

Nov. 1984 $ 5,568 

Sept. 1984 $ 7,500 Tucker -Smith- McDougal, a real estate venture 

March 12, 1985 9 2,500 of McDougal, Arkansas Gov. Jim Guy Tucker 

and former Clinton aide Stephen Smith 

Oct. 1980 $ 4,000 McDougal and Associates, a McDougal company 

March 1985 $ 900 Pembrook, a real estate venture 

March 1985 $ 500 Smith-Tucker -McDougal, another partnership 

of McDougal, Smith and Tucker 

Total 9 70,466 

GRAPHIC: PHOTO, b/w, Joe Marquette, AP 
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The White House is fighting new complaints of interference in the Whitewater 
probe, undercutting President Clinton’s news conference and the release of his 
tax records. 

The new complaints center on a Feb. 25 conversation between senior Clinton 
adviser George Stephanopoulos and Treasury Department chief of staff Joshua 
Steiner. 

Stephanopoulos was angry that federal regulators had hired Republican former 
U.S. attorney Jay Stephens to conduct its civil investigation into Madison 
Savings a Loan. 

Clinton had fired Stephens from his job as chief federal prosecutor in 
Washington, D.C., in part of a nationwide removal of Republican appointees from 
their jobs. Stephens said at the time the firing may have been connected to an 
attempt to thwart a probe of Rep. Dan Rostenkowski , D-Ill. 

Stephanopoulos wanted to know why a well-known critic of Clinton had been 
hired to investigate the case. "I was puzzled and I blew off steam," 
Stephanopoulos said Sunday. 

Some accounts said he asked Treasury Department Deputy Secretary Roger Altman 
if the hiring was "final." Stephanopoulos, who testified before a federal grand 
jury last week, says he does not recall such a request. He also told friends 
Steiner called him, contrary to reports he made the call. 

The Treasury Department is crucial to the cover-up probe because, as deputy 
Treasury secretary, Altman was acting director of the RTC, which handles failed 
SfcLs. 


Altman withdrew from handling any aspect of the Whitewater case in February. 

Stephanopoulos said he and deputy white House chief of staff Harold Ickes 
called Altman to complain he had not given the White House sufficient warning ' 
he’d be withdrawing. During this discussion, he reportedly asked about Stephens. 
Stephanopoulos says he doesn't recall doing that. 
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Also this weekend, internal RTC memos showed RTC senior criminal 
Investigator, L. Jean Lewis, wanted to pursue the case involving Whitewater and 
Madison S6L. 

She had a 45-minute meeting on Feb. 2 with Federal Deposit Insurance Corp. 
attorney April Breslaw. 

"April stated that 'the people at the top' keep getting asked about 
Whitewater . . . Eventually 'this group ' is going to have to make a statement 
about whether or not Whitewater caused a loss to Madison, " Lewis wrote in a memo 
about the meeting. 

"She felt like they wanted to be able to provide an 'honest answer, ' but that 
there were certain answers they would be 'happier about' because it would get 
them off the hook." 

Lewis told Breslaw that Whitewater may have benefitted from a massive check 
kiting scheme. 

"I also advised April that I had been told by both the U.S. Attorney's office 
and the FBI that this was a highly prosecutable case," she wrote. 

Breslaw disputes this account. 

"I categorically deny the accusation that I said anybody from Washington 
wanted any particular outcome on any issue," she said. "That's a complete 
fabrication. " 

Lewis declined comment. She told The Kansas City Star: "My hands are tied. 

I'd like to keep my job." 

Meanwhile, the Los Angeles Times reported that Republican U.S. Attorney 
Charles Banks felt he was being pushed into making Whitewater accusations, 
shortly before the 1992 election. 

Banka, than chief federal prosecutor in Little Rock under Bush, wrote the FBI 
a memo: "Hold on, folks. You're suggesting that I move forward on a prosecution 
about Whitewater, Madison Guaranty S&L. To do that would be prosecutorial 
misconduct . " 

He said, after reviewing the case a second time, he still doubted it could be 
successfully prosecuted. 

Rep. James Leach, R-Iowa, agreed it would have been improper to make 
Whitewater charges just before the presidential election. 

"It would have been an abuse of power . . . and to the credit of the U.S. 
attorney, it wasn't done," said Leach. 

Leach, the most vigorous Whitewater critic, said the investigation was better 
pursued now and could be wrapped up in a couple months. 

Central players in controversy 
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Bare's a look at tha kay players in the controversy over White Bouse officials 
calling Treasury Department officials about the hiring of former federal 
prosecutor Jay Stephens. 

A Republican, he's handling possible civil lawsuits rising from the probe of 
Madison Guaranty Savings a Loan and the Whitewater land deal. 

Jay Stephens, former U.S. prosecutor in the District of Columbia, who was 
retained by the Resolution Trust Corp. to handle possible civil lawsuits growing 
out of the failure of Madison Guaranty Savings & Loan. Stephens was highly 
critical of the Clinton administration, after being fired from his federal 
position in February 1993 - along with 92 other Republican prosecutors. When 
removed, Stephens said the action was an effort to thwart his office's 
investigation, which still continues, of Rep. Dan Rostenkowski ' s role in the 
Bouse post office scandal. 

Roger Altman, deputy Treasury secretary and acting head of the RTC, recused 
himself from the RTC probe of Madison SSL in late February after revealing at a 
Senate hearing that he had discussed the status of the Madison probe with White 
House officials. Altman reportedly was called by Stephanopoulos and Ickes, 
complaining about his lack of warning to the White House that he was about to 
recuse himself from the Madison SSL probe. 

George Stephanopoulos, senior adviser to the president, has said he 
complained in a phone conversation with Joshua Steiner, Treasury Department 
chief of staff, about the hiring of Stephens. Stephanopoulos and Steiner worked 
together in the 1988 Michael Dukakis presidential campaign. Stephanopoulos was a 
top adviser in Clinton's 1992 campaign and oversaw White House communications 
efforts until being replaced in that role by David Gergen in May 1993. 

Harold Ickes, deputy White .House chief of staff, reportedly participated in 
a call with Stephanopoulos to Altman, complaining that Altman had not given the 
White House a warning he was about to withdraw from the RTC probe of Madison 
S&L. Ickes, repeatedly mentioned as a potential addition to the White House 
staff, began work in January and has managed planning on health care, Whitewater 
and politics. 

Joshua Steiner, Treasury Department chief of staff, who attended at least 
one meeting with White House officials seeking information on the RTC probe of 
Madison Guaranty Savings 6 Loan. Steiner reportedly kept notes of the meeting 
and other contacts with White House officials in a personal diary. The diary 
reportedly gave Whitewater special counsel Robert Fiske the first tip about the 
phone call from Stephanopoulos about Stephens' hiring. 

GRAPHIC: PHOTO, b/w, Ron Edmonds, AP; PHOTO, b/w , AP 
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BODY 

Ona Whitewater tax question cuts to the heart of the ethical issue dogging 
the Clintons: Did they receive taxable incoaa from Jim and Susan McDougal, their 
partners in the deal? 

The couples originally split ownership of the venture 50-50. When 
Whitewater Development was formed, each put in $ 500. 

But heavy losses forced the partners to cover soae of the firm's debts. 
According to a 1992 report, the McDougals contributed over $ 92,000 to 
Whitewater from 1978 to 1991. Some of the money allegedly was diverted from 
their thrift. 

The Clintons say they put about $ 43,000 into Whitewater. 

If the McDougals repaid more than their share of Whitewater's loans, the 
excess could be considered debt forgiveness to the Clintons, under IRS rules, 
that's taxable income. "It gets back to the big question: How did the Clintons 
get out from under what seemed like an enormous liability?" asks Tom 
Oschenslager of accountants Grant Thornton. 

The Clintons could have an out. Extra payments by the McDougals could be seen 
as boosting their ownership of Whitewater, at the expense of the Clintons. That 
wouldn't be taxable. 

Would the IRS buy it? "It's pretty cloudy," says Oschenslager. 
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President Clinton and Hillary Rodham Clinton appear to be correct in arguing 
they don't owe any federal taxes as a result of their Whitewater real estate 
investment . 

At worst, tax experts say, the Clintons may have violated some highly 
technical tax provisions dealing with the transfer of assets between 
corporations and their shareholders. 

But those errors appear to be offset by tax write-offs the couple could have 
claimed, but didn't, for losses on the deal. 

Of course, new evidence could raise new tax questions. The Clintons have yet 
to release the records used to prepare their tax claims. And the financial 
records of Whitewater Development, the corporation they formed to handle the 
deal, are a tangled mess. 

"The problem all along has been the fact that there's so much dust in the 
air,” says Sheldon Cohen, an IRS commissioner in the Johnson administration. 

"But when you get to the bottom, there's not much there." 

One exception: The Clintons have said that in 1984 and 1985, they improperly 
deducted $ 5,133 in interest actually paid by Whitewater Development. The 
Clintons repaid the IRS in 1992 for the error. 

White House officials resolved some questions Friday, when they released the 
Clintons' 1977, 1978 and 1979 tax returns. The returns seem to confirm that in 
1978 and 1979, the Clintons properly deducted $ 21,831 in interest payments on 
loans used to finance Whitewater. That's a big chunk of the $ 43,000 the 
Clintons now say they lost on the deal. The couple deducted another $ 19,264 in 
Whitewater interest payments in later years. 

Those returns have silenced one former partner turned critic - Jim McDougal. 
McDougal has said the first couple paid only $ 13,350 in Whitewater interest, 
all of it in 1980. He now says he was wrong. 

"I have substantially underestimated the amount they put in Whitewater,” 
McDougal told the Associated Press Friday. 
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But the Clintons* returns don't answer some of the more complex tax questions 
raised by Whitewater. Examples: 

-- The role of the McDougals: Some interest payments claimed by the Clintons 
actually were made to McDougal, or to Great Southern Land, a firm he controlled. 
The Clintons say McDougal used the money to pay interest to two Whitewater 
lenders: Citizens Bank of Flippin, and Union National Bank. 

Some analysts have questioned whether the Clintons could deduct the payments, 
especially because they can't prove McDougal used the money to pay Whitewater 
interest . 


But that may not matter, under the terms of the loans, the Clintons and the 
McDougals were jointly and aeverably liable for the Whitewater debt, meaning 
lenders could seek full repayment from either couple in the event of default. 

Under those conditions, the IRS will allow deductions for interest payments 
made by one debtor on behalf of another. "As long as you have some kind of 
evidence the payments were interest payments, 1 think the IRS will take your 
word on it, " says Tom Ochsenschlager, partner with Grant Thornton, a major 
accounting firm. 

-- The creation of Whitewater. The Clintons and McDougals bought the land for 
the Whitewater project in 1978. Purchase price: $ 203,000. 

The venture was initially a partnership between the two couples. But in 1979, 
the land was transferred to the newly formed Whitewater Development. The 
Clintons and the McDougals valued the land at $ 250,000, $ 47,000 more than they 
paid for it. 

White House officials say that gain reflected roads and other improvements 
built by the partners. It also included the "capitalised" interest, the lump sum 
of all the interest they had previously paid on Whitewater loans. 

Using capitalized interest to beef up the value of transferred land is legal, 
experts say. It allows company shareholders to defer tax benefits they otherwise 
would gain by taking interest deductions. 

But it's improper to both capitalize and deduct interest payments. It appears 
the Clintons did both. "That's an absolute no no," says Ochsenschlager. 

If the Clinton planned to beat the IRS, they never followed through. They 
could have done so after they sold their shares in Whitewater to the McDougals 
for $ 1,000 in 1992. 

For tax purposes, the capitalized interest boosted the value of the Clintons' 
stake in Whitewater Development. That should have created a tax loss for the 
couple, which they could have claimed. 

But the Clintons claimed a $ 1,000 capital gain on the Whitewater sale, not a 
loss - thus losing any tax benefit. 

-- The Clinton's 1980 deductions. Some analysts question whether the Clintons 
were entitled to the $ 13,500 in Whitewater interest deductions they claimed 
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that year. Reason : By that time, the project had been transfered to Whitewater 
Development. Thus the company, not the Clintons, was entitled to any interest 
deductions, even if the Clintons made the payments themselves. 

But Cohen rejects that argument. While the project's land was transfered to 
Whitewater Development in 1979, he says, loan documents show its debts weren't 
assumed by the company until several years later. That, he says, left the 
Clintons and the McDougals with the legal responsibility to repay the debt, and 
the legal right to claim any interest deductions. 

-- Lot 13 and the model house. In late 1980, Whitewater Development 
transfered ownership of a lot, valued at $ 5,500, to Hillary Clinton, free of 
charge. Her only cost: a $ 10 transfer tax. She then took out a $ 30,000 loan 
from the Bank of Kingston, controlled by McDougal, to build a model house on the 
lot that could be viewed by potential Whitewater customers. 

In 1981, the Clintons sold the house and lot to a Mississippi man, Hilman 
Logan, who later declared bankruptcy, then died. The Clintons bought the 
property from Logan's estate, then sold it in 1988. They used the proceeds to 
pay off their loan, and claimed a $ 1,640 capital gain on their 1988 return. 

In a recent article, Money magazine argued the Clintons should have declared 
an additional $ 4,990 in capital gains - the $ 5,500 value of the lot, minus the 
$ 10 transfer tax, and minus the $ 500 the couple put into Whitewater when the 
company was formed. 

But Cohen says the issue is murky. The lot transfer could have resulted in a 
financial gain to the Clinton, he says. But any tax benefit, he argues, was 
outweighed by the capital loss they suffered on the sale of their Whitewater 
interest, the loss they never claimed. 

The Clintons' tax payments Here's a look at how much President Clinton and 
Hillary Rodham Clinton reported annually to the Internal Revenue Service in 
adjusted gross income, how much they paid in federal taxes and the percentage of 
their income those tax payments represented. The years shown cover all the years 
Bill Clinton has been in public service. He noted Thursday at his news 
conference that he would release tax-return information for those years. 

Adjusted • Federal Taxes as 


gross 

taxes 


pet. of 


Year 

income 

paid income 

1977 

$ 41,731 

$ 8,194 

19.6% 

1978 

$ 85,214 

$ 

22,627 

26.6% 

1979 

$ 158,495 

$ 

59,388 

37.5% 

1980 

$ 87,456 

$ 

17,680 

20.2% 

1981 

$ 101,764 

$ 

25,866 

25.4% 

1982 

$ 85,148 

$ 

21,497 

25.2% 

1983 

$ 116,577 

$ 

30,196 

25.9% 

1984 

$ 102,326 

$ 

22,280 

21.8% 

1985 

$ 92,520 

$ 

18,791 

20.3% 

1986 

$ 133,934 

$ 

30,485 

22.8% 

1987 

$ 161,755 

$ 

36.969 

22.9% 

1988 

$ 187,862 

$ 

39,734 

21.2% 

1989 

$ 194,168 

$ 

37,883 

19.5% 

1990 

$ 260,458 

$ 

54,793 

21.0% 
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1991 $ 234,428 9 49,028 21. 3» 

1992 $ 290,697 $ 70,228 24.2% 

Source: USA TODAY research 
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HEADLINE: WHITEWATER COUNSEL ASKS WHETHER AIDES OP CLINTON TARGETED FOB IN RTC 
INQUIRY 

BYLINE: BY MICHAEL K FRISBY 
ABSTRACT 

Whitewater special counsel Robert Fiske is investigating whether White House 
aides George Stephanopoulos and Harold Ickes improperly sought to remove a 
political foe, Jay B Stephens, from the Resolution Trust Corp's inquiry into 
Madison Guaranty Savings & Loan (M) 

LANGUAGE: ENGLISH 
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The leading Republican critic of President Clinton's involvement in 
Whitewater said yesterday the angry White House reaction to the appointment of a 
partisan Republican to investigate civil cases for the Resolution Trust Corp. 
was "pretty natural" and too much should not be made of it. 

Rep. Jim Leach (Iowa) said it would be "premature to draw any extraordinary 
conclusions" about a phone call senior White House adviser George Stephanopoulos 
made in February to Joshua Steiner, chief of staff at the Treasury Department. 

Sources have described Stephanopoulos as angrily asking Steiner how the RTC came 
to name former federal prosecutor Jay B. Stephens to investigate possible civil 
cases against Madison Guaranty Savings 6 Loan and whether that hiring could be 
reversed. 

Stephens, a former U.S. attorney for the District of Columbia, was sharply 
critical of Clinton when the president fired him as part of the removal of all 
the U.S. attorneys who were appointed by the Bush administration . Stephens also 
has considered running for political office. 

He was hired by the RTC in early February, and among the cases the agency is 
examining for a possible civil action is the Rose Law Firm's representation of 
Madison before Arkansas regulators. Hillary Rodham Clinton, then a partner at 
Rose and a partner in the Whitewater Development Corp. with her then-governor 
husband and James B. McDougal, who owned Madison, asserted to the state 
regulators that Madison was on the road to financial health. It later collapsed, 
requiring a $ 60 million taxpayer bailout. 

Leach, the senior Republican on the House Banking Committee who is leading 
the GOP charge on Whitewater, said on NBC's "Meet the Press" yesterday that the 
Stephanopoulos phone call "may have been a mistake” but he added, "I hope we 
don't make too much of this part of the story." 

Instead, Leach pressed for a full congressional investigation of the 
relationship between Madison and Whitewater. Leach has maintained that 
Whitewater and Madison were so intertwined that the Clintons ended up with 
financial benefits from Madison even as it was collapsing and their Whitewater 
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land development wu falling. Tha preaidant maintains he lost $ 46,000 on 
Whitewater. 

Leach' e benign view of the Stephanopoulos conversation, first reported 
Saturday in The Washington Post, was backed by Rouse Speaker Thomas S . Foley 
(D-Wash.) and, perhaps unexpectedly, by another former official. Marlin 
Fitzwater, the press secretary to President Oeorge Bush. 

"I have to admit that if you stand in Oeorge Stephanopouloe ' a shoes, it would 
be a little difficult not to be surprised and outraged by that appointment” of 
Stephens, Pitzwater told a C-SPAN interviewer. 

Fitzwater called the angry reaction "pretty normal,” echoing White Rouse 
counsel Lloyd Cutler's terminology — "perfectly natural” --in describing the 
move. 


Stephanopouloe has said he called Steiner, a longtime friend, to ask how the 
appointment had occurred and to vent some anger. When Steiner told him that 
nothing could be done about appointments by an independent regulatory agency, 
Stephanopoulos said, that was the end of the discussion. 

"1 don't think there is any evidence they tried to get rid of Jay Stephens,” 
Foley said yesterday, adding, as Cutler had said, that it would be "natural" for 
the White House to be concerned about the appointment. In retrospect, he said, 
White House aides may have failed to display "good political judgment” in their 
handling of the unfolding Whitewater problem, but he lamented an atmosphere in 
which virtually everything the White House does on the issue has become suspect. 

Foley said he expects the House will hold hearings on Whitewater as early as 
May, and Leach said, "I think this query should proceed forthrightly and 
hopefully can be put behind us -in a month or two.” 

White House officials have been resigned to a more drawn-out process going 
into summer and would be ecstatic, at this point, to have Whitewater behind them 
in a month or two. 

LANGUAGE: ENGLISH 
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DATELINE: KANSAS CITY \ 


BODY (I 

KANSAS CITY - Working out of first-floor offices in the old Board of Trade 
building here. Resolution Trust Corp. investigators headed by Laura Jean Lewis 
in 1992 and 1993 set in motion events that could result in lasting damage to the 
Clinton presidency. i 


Beginning with a tip! that the Madison Guaranty Savings and Loan had made 
some questionable transactions, Mrs. Lewis - then an RTC investigator in Tulsa, 
Okla. - found herself in warehouses trying to make sense of incomplete, 
deteriorating Madison records. 


But enough still existed for Mrs. Lewis to reach some startling 
conclusions, such as that Bill Clinton and his wife may have been involved in 
money being funneled from Madison to Clinton campaigns and a land deal called 
Whitewater that the Clintons shared with Madison owner James McDougal, officials 
said. 


Those findings - contained in two separate reports outlining criminal 
referrals prepared after Mrs. Lewis came to Kansas City in 1992 - touched off 
what sonw Investigators bsliavs wars unethical efforts fay officials in 
Washington to contain the damage and control the investigation. 

The work by Mrs. Lewis, 40, and the other Kansas city investigators on the 
Madison case have become the fulcrum upon which Republicans plan to pry open the 
mysteries of Whitewater-Madison during congressional hearings. 

On Thursday Rep. Jim Leach, Iowa Republican, released dosens of documents 
in which Mrs. Lewis outlined her investigation and described some of the 
pressure she said she had received from the "head people" at RTC to "get them 
off the hook." 

Mrs. Lewis, her voice a competition between the soft drawl of her native 
Texas and the bronchitis that has kept her from work recently, said, "There is 
really nothing I can say about the investigation." She said she anticipated 
being a witness before congressional coosnittees and in special counsel Robert B. 
Fiske Jr.'s probe. "This is a sensitive issue. For my own reasons, I don't 
want to discuss it with you at all," she said. 
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Almost inevitably, Mrs. Lewis' character, motives and professionalism are 
becoming part of the Whitewater-Madison story. 

There are federal regulators who accuse her of being oversealous, of 
misinterpreting innocuous comments as pressure to back off her findings. 

Others, including some RTC investigative officials, applaud her 
professionalism. "It would have been very easy for her to step away from this, 
to just not push hard on what was obviously an investigation with the potential 
to complicate her life,” said one. "She didn't do that. Hhat she did do took 
courage. As far as I know, she just said, 'Let the chips fall.' " 

Mrs. Lewis has been accused of being a leaker in the case. When she was 
abruptly removed from the investigation in November, some officials not directly 
involved said that was the reason given. She denied that, as have others close 
to the case. Indirect evidence released by Mr. Leach, appears to support that 
she was not the leaker. 

Many of her findings were kept under wraps until some details were revealed 
last week by Mr. Leach: 

* ” Losses to Madison from the Whitewater account alone would easily exceed 
$100,000,” she wrote, adding that ”the end loss result from the entire scam . . 

. would be hundreds of thousands of dollars in what were essentially 
unauthorized loans.” 

Administration and congressional sources said that investigators eventually 
concluded that as much as several hundred thousand dollars in questionable 
expenditures were paid by Madison accounts. At least some of that money either 
ended up in a Whitewater account or went to pay Whitewater- related expenses, the 
sources said. 

While some of the checks, written by Mr. McDougal, reflect apparently 
legitimate expenses incurred by the Whitewater project, others have not been 
explained. 

* Kansas City investigators, including Mrs. Lewis, believed they were being 
taken off the case, and that it was being stalled because it was politically 
hot. In a Nov. 10 e-mail memo to her colleagues in Kansas City, Mrs. Lewis 
said, "The Powers That Be have decided that I'm better off out of the line of 
fire on this.” 

Officials said one reason that Kansas City investigators thought their work 
was being stalled was the decision inside the RTC to have the criminal referrals 
screened by Professional Liability Section lawyers, which they believed to be 
unusual. 

RTC spokesmen in both Washington and Kansas City have refused to discuss 
details of how the agency handled the Madison case. But in both cities the 
officials have said the agency did not violate accepted procedures. 

However, records show that in November 1993 a senior RTC official in 
Washington went to Kansas City to evaluate the referrals. Agency experts called 
that a "highly unusual" decision. 
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Mrs. Lewie wrote et the time: "Cut to the bottom line. He ia coming here 
because he wants to be convinced that there either is or is not a very good case 
behind those referrals . . . and how he can best deal with a very sensitive 
political situation." 

By that time Mrs. Lewis had filed two separate reports to federal 
prosecutors, one in September 1992 outlining a single criminal referral, and 
another in October 1993, detailing what she believed were nine possible criminal 
acts. 

Paula Casey, a friend of President Clinton's who was named U.S. attorney in 
Little Rock, declined to investigate the initial referral, which reached her 
after a long delay. She did so about two weeks after she had received the 
second report with nine referrals. 

Mrs. Casey later recused herself from the case. While declining to discuss 
specifics, she has defended her handling of the case. 

In February this year, as Whitewater was building as a national news story, 
another RTC official from Washington visited Mrs. Lewis. April Breslaw, an RTC 
attorney, already had an indirect involvement in the Madison case, having 
overruled three subordinates to give Hillary Rodham Clinton's Rose Law Firm a 
Madison- related contract in 1989 that netted the firm $400,000. 

The February 1994 meeting between Mrs. Lewis and Ms. Breslaw is destined 
to be thoroughly explored by Mr. Fiske and at congressional hearings. 

Mrs. Lewis claimed in a lengthy memo written at the time that Ms. Breslaw 
told her that RTC "head people" were concerned about her probe and that there 
were "certain answers" they would be happier about because it would "get them 
off the hook. " 

When that charge was made, Ms. Breslaw "categorically denied* it. But on 
Friday Mr. Leach released a statement indicating that the Lewis-Breslaw meeting 
was at least partially taped, and the tape is "completely consistent" with Mrs. 
Lewis' version. 


Mrs. Lewis recently took a brief vacation away from Kansas City, and at 
least metaphorically away from the swirling controversy of Whitewater-Madison . 
Upon her return, she took a medical leave, seeking to beat a bad case of 
bronchitis. While on sicfc leave, she was transformed by Mr. Leach's speech on 
the House floor Thursday from an obscure investigator in Kansas City to a key to 
what could be the biggest scandal of the Clinton presidency. 

Reached after she came back from the brief sojourn, a reporter asked her 
about a rumor she had been ordered out of town. She emphatically denied it, 
saying she'd left town of her own choice. But in an aside that may apply beyond 
the immediate context of the brief out-of-town trip, she said: "Nobody has 
coerced me. If anybody had, I'd be squawking loud and long." 

LANGUAGE: ENGLISH 
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Copyright 1994 News World Communications, Inc. 
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SECTION: Part A; Pg. A1 

LENGTH: 1051 words 

HEADLINE: D' Amato suspects obstruction by two Clinton aides 

BYLINE: Ronald A. Taylor; THE WASHINGTON TIMES 

BODY 


The ranking Republican on the Senate Banking Committee said yesterday that 
senior White House aides may be guilty of obstruction of justice if they tried 
privately to remove a lawyer retained by the Resolution Trust Corp. in 
connection with the Whitewater-Madison affair. 

"While the White House was denying it had interfered with the Whitewater 
investigation and Deputy Treasury Secretary Roger Altman was telling the Senate 
Banking Committee the same thing, George Stephanopouloa was calling his friends 
at the Treasury Department regarding the hiring of Jay Stephens, ” Sen. Alfonse 
M. D' Amato, New York Republican, said in a statement. 

"These alleged acts, if true, may amount to an obstruction of justice," he 
said. 

But Rep. Jim Leach, Iowa Republican and the chief House Republican critic 
of President Clinton, yesterday downplayed the aides' actions and said he still 
believes the president's problems are ethical, not criminal. 

/ 

"I think the White House may have made a mistake, but I think it'd be 
premature to draw any extraordinary conclusions," Mr. Leach said on NBC's "Meet 
the Press." "X hope we don't make too much of this part of the story.” 

Both men were referring to contacts with senior Treasury Department 
officials by Mr. Stepfaanopoulos, a Clinton senior advisor, and by White House 
Deputy Chief of Staff Harold Xckes, to complain about the hiring of Jay B. 
Stephens to investigate civil claims from the failure of Madison Guaranty 
Savings and Loan Association. 

Mr. Stephens, a legal aide in the Reagan administration, was fired as U.S. 
attorney for the District of Columbia last March, two months after Mr., ^ Clinton 
took office. 

At the time, Mr. Stephens charged that his dismissal was aimed at thwarting 
his office's still -continuing investigation of House Ways and Means Chairman Dan 
Rostenkowski, Illinois Democrat, in the House Post Office scandal. 
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According to this week's issue of Time nags sine, Hr. Stephanopoulos and Mr. 

Zckes placed a conference call on Feb. 25 to Deputy Treasury Secretary Roger 
Altman, the acting head of the RTC, after learning that the independent 
regulatory agency had retained Mr. Stephens a day earlier. 

In a second conversation on Feb. 25, Time reports, Mr. Stephanopoulos 
called Treasury Department Chief of Staff Joshua Steiner to discuss ways to "get 
rid of" Mr. Stephens. 

Mr. Stephanopoulos told CNN on Saturday that he had expressed anger at the 
hiring of Mr. Stephens but was "just trying to get information." 

Mr. Altman, Mr. Steiner and Mr. Stephanopoulos were subpoenaed by 
Whitewater -Madison special counsel Robert B. Fiske Jr. to testify before a 
federal grand jury about White House -RTC contacts at a time the Clintons were 
under investigation by the regulatory agency charged with dealing with failed 
SfcLs. 

Mr. Clinton refused to discuss the telephone calls yesterday. 

"There is not a damn thing he wants to say today," spokesman Jeff Eller, 
with the president in Dallas, told reporters. "He stands behind George 100 
percent" but didn't want to voice those sentiments just yet, Mr. Eller said. 

House Speaker Thomas S. Foley, Washington Democrat, also appearing on the 
NBC program, said the contacts between White House aides and Treasury officials 
were "just telephone calls for information that are being played up as some kind 
of an impropriety." 

"We've lost the proportionality here in this whole matter going from being 
concerned about interference to being concerned about appearance of 
interference, to be concerned about appearances of appearances of interference," 

Mr. Foley said. 

Mr. D' Amato said in his statement that he will be "providing additional 
information, that has not yet been made public, to Mr. Fiske involving improper 
conduct by members of the Executive branch in the Whitewater matter." 

He provided no details in his statement but added, "In light of the fact 
that new information is uncovered on a daily basis, it's important that the 
press and the public continue their guest for the facts because I suspect there 
is more to be learned." 

Mr. Leach said yesterday of the White House aides: "It's natural that they 
would be upset (with the Stephens appointment].” But, he noted, "Zt was probably 
a mistake to convey this in a way that may or may not have implied trying to 
release him from this job.” 

The congressman framed the episode as the latest in a string of missteps by 
the administration regarding disclosure of the Clintons' involvement with 
Madison and its owner, James B. McDougal, who was their partner in the 
Whitewater Development Corp., a northern Arkansas real estate venture . 

Mr. Leach said he saw no evidence of criminal wrongdoing so far. 
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"Thie is a breach of public ethics, in sy judgment, that occurred prior to a 
president taking office. Zt isn't a breach of the law after a president has 
taken office, which is a major distinction with Watergate,” he said. 

As a presidential candidate, Nr. Clinton made much of the ethical problems 
of his predecessors, often singling out the SfcL crisis as the result of a 
climate that allowed greedy Republicans and CEOs to take advantage of the public 
trust, Mr. Leach said. 

While agreeing with much of Mr. Clinton's characterization of the 1980s, 

Mr. Leach said, "whether he has the moral stature to make those criticisms is 
open to question.” 

Last week Mr. Leach said there was evidence to suggest that federally 
insured deposits in Madison were used to cover interest payments on loans to the 
Clintons covering their investment in the Whitewater project. 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Mr. Clinton in his bid for re-election as Arkansas' governor. 
Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $47 million. 

ABC News reported last evening that the Clintons will turn over to Mr. 
McDougal Whitewater documents he says he needs to file tax returns. 

* Frank J. Murray in Dallas contributed to this report, which is based in 
part on wire service reports. 

GRAPHIC: Photo, Rep. James Leach says it would have been wrong but not a 
crime if the White House pressured Treasury officials about an RTC 
investigator., By AP 

LANGUAGE : ENGLISH 

LOAD-DATE-MDC : March 28, 1994 


LEXIS'- NEXIS4S LEXIS'- NEXIS'W LEXIS'- NEX1S® 

Services of Mead Data Central. Inc. * 


\m 



2342 


Page 43 


L8VBL 1 - 17 OP 17 ITEMS 

Copyright 1994 He we world Communication*, Inc. 
The Washington Times 

March 28, 1994, Monday, Pinal Edition 

SECTION : Part A; COMMENTARY; OP-ED; Pg. A23 

LENGTH: 1754 words 

HEADLINE: Bill Clinton and Spiro Agnew 

BYLINE: Kelly Johnston 

BODY 


An ambitious national public official resigns his office to stop the dogged 
pursuit of federal prosecutors over financial dealings that took place largely 
while he served as the governor of a small state, before he assumed national 
office. 

The witnesses are former associates of the official who themselves were 
granted immunity from prosecution for their own crimes. To the bitter end, and 
even beyond, the disgraced former leader pleads innocence, but resigns to spare 
his country and his family from a painful ordeal. 

A future story about Bill Clinton and Whitewater? Guess again. It's the 
true story of another prominent public figure whose slippery path to disgrace 20 
years ago bears an eerie resemblance to today's Whitewater developments. 

Former Vice President Spiro Agnew resigned shortly before appearing in a 
Baltimore, courthouse on Oct. 10, 1973, to plead no contest to one count of tax 
evasion. Many pundits have rushed to compare Whitewater to Watergate, but Mr. 

Agnaw's caat, at laast from what wa know now, may ba a closar match. 

To ba sura, there are significant diffarancas between the two cases: Mr. 

Agnew was vice president, Mr. Clinton is president, unlike Whitewater, no 
special prosecutor was ever appointed to investigate Mr. Agnew. Mr. Agnew 's 
alleged crimes seemed relatively simple and straightforward compared to the 
complicated maze of financial dealings involving Whitewater Development Corp., 

Madison Guaranty Savings and Loan, the Rose Law Firm, and a whole host of 
other businesses, government entities and political cronies. 

But the comparisons between Mr. Agnew and Mr. Clinton are noteworthy. 

Both served as governors of relatively small states. Their troubles were rooted 
in financial dealings that took place before they assumed national office. The 
investigations began under the leadership of federal prosecutors, who granted 
immunity to gain the testimony of persons who themselves were under 
investigation or indictment. The statute of limitation became an issue. 

Congress played in pivotal role. 

How it began. 
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Hr. Agnew's troubles began when the Maryland U.S. Attorney's Office began 
investigating bribes and kickbacks involving Maryland public officials. 

Mr. Clinton's Whitewater woes first surfaced in a Resolution Trust Corp. 
criminal referral in October 1992 that suggested Mr. Clinton could have 
benefited from an apparent check-kiting scheme involving Whitewater while he was 
governor of Arkansas. Interestingly, Whitewater was also being investigated by 
career federal prosecutors until the president gave* in to demands for a special 
counsel in early January. 

As is common in criminal investigations that target prominent individuals, 
both Mr. Agnew's and Mr. Clinton's chief accuser were granted immunity by 
federal prosecutors in exchange for their testimony. In Mr. Agnew's case, 

Maryland businessmen Lester Mats, I.H. Hammerman 2d and Jerome Wolff were 
granted immunity in exchange for their testimony. In Clinton's case. Special 
Counsel Robert Fiske on March 21 granted limited immunity to former Arkansas 
Judge David Hale in exchange for two guilty pleas to felony charges. 

Hale, a prominent and active supporter of the Arkansas Democratic political 
establishment, was also a small businessman whose company gave federally-backed 
loans to support the business endeavors of some leading Arkansas politicians, 
including now- Gov. Jim Guy Tucker, as well as to Whitewater. After Hale failed 
to win a plea-bargain agreement with Cl inton- appointed U.S. Attorney Paula 
Casey, he publicly accused Mr. Clinton last November of pressuring him to issue 
an apparently illegal loan to the Clinton's Whitewater partner, Susan McDougal. 

Ms. Casey recused herself from the case shortly thereafter. 

But in 1973, Maryland U.S. Attorney George Beall did not recuse himself 
from Agnew's case, although he certainly could have. Mr. Beall's appointment 
was cleared by then-Vice President Agnew (he was given the courtesy of 
personally clearing presidential appointees from his home state) . Mr. Beall was 
also the brother of then-U.S. Sen. J. Glenn Beall Jr., a Republican. 

Nonetheless, Mr. Beall and his assistant U.S. attorneys aggressively pursued 
allegations of wrongdoing by Mr. Agnew, despite the fact that he was not the 
initial target of their investigation. 

Low Incomes. 

Both Mr. Clinton and Mr. Agnew were paid relatively low salaries as 
governors. Mr. Agnew's annual salary was $25,000. Nr. Clinton was paid 
$35,000 annually. During their respective tenures, each was among the 
lowest-paid state chief executives. And neither were considered wealthy either 
before or during their early public careers. 

Mr. Agnew best explained why salary is significant in his 1980 book, "Go 
Quietly or Blse." Of the gifts received form his friend, Mr. Hammerman, (which 
totaled about $9,000 to $10,000 over some eight years), Mr. Agnew wrote: "He 
knew that I had accumulated very little savings from my modest earnings, and had 
no outside income. I could not possibly make ends meet on my 
twenty- five -thousand- dollar salary as governor or sixty- five- thousand-dollar 
salary as vice president and fulfill all the financial and social obligations of 
those offices. Rich men can do so from their reserves, but I had no reserves." 

Mr. Clinton's financial woes may have been similar during his reign as 
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governor. Hii Whitewater partner Jama McOougal told tha Loe Angalaa Tima 
(Nov. 14, 1993) that Nr. Clinton, while jogging one morning, atopped by hia 
office in 1984. Claiming that finances were tight, he asked Nr. HCDougal to 
throw some of Madison's legal business toward his wife, Hillary Rodham Clinton, 
than a partner in the Rose Law Firm. Shortly thereafter, Nr. NcDougal retained 
Mrs. Clinton to represent Nadi son. 

Problem go with them to Washington . 

Both Whitewater and Mr. Agnew's problem spilled over into their tenure in 
national office. In Nr. Agnew's case, prosecutors pursued a claim by Lester 
Mats, a professional engineer from Baltimore, that Mr. Agnew accepted $10,000 
and $3,500 in illegal cash payments, some of it in exchange for help in getting 
a General Services Administration contract. 

Whitewater's woes also went with Mr. Clinton to Washington in early 1993. 
Then-Deputy White House Counsel Vince Foster had personally supervised the 
preparation of three years' worth of Whitewater income tax returns that had not 
been filed with the Internal Revenue Service, as law requires. The 
controversial handling of Mr. Foster's Whitewater files by other Clinton aides 
immediately following his death has become a significant issue. 

Role of Congress. 

According to sn account in "A Heartbeat Away, " Richard N. Cohen and Jules 
Witcover's account of Nr. Agnew's investigation and resignation, Mr. Agnew 
travelled to Speaker Carl Albert's office on the afternoon of Sept. 35, 1973, 
to personally present him a letter asking for a House inquiry. In the letter, 
Mr. Agnew cited a constitutional provision that "bars a criminal proceeding of 
any kind - federal or state, country or town -against a president or 
vice-president while he holds office." 

The letter, as published in the Congressional Record of that day, further 
cited the 1836 "Calhoun precedent," where then- Vice President John C. Calhoun 
successfully asked the Bouse to investigate charges that he had improperly 
profited from any Array contract while he had been secretary of war. The House 
named a select committee, which in 1827 exonerated Calhoun of any wrongdoing . 
Quoting Calhoun, Mr. Agnew argued that the House was the repository of " 'the 
sole power of impeachment ' and the 'grand inquest of the nation,' and called on 
the House to 'discharge its Constitutional obligation. ' " 

The same day Mr. Agnew spoke to Mr. Albert, the Justice Department 
presented its evidence before a federal grand jury in Baltimore. 

The next day, Mr. Albert denied Mr. Agnew's personal plea for a House 
investigation. In a terse statement read to the House by then-Majority Leader 
Thoms P. "Tip" O'Neill, Mr. Albert said, "The vice president's letter relates 
to matters before the court. In view of that fact, Z, as Speaker, will not take 
any action on the letter at this time." 

For more than four months, the Clinton White House and congressional 
Democratic leaders also hid behind legal proceedings - the special counsel's 
investigation - to avoid hearings or any kind of investigation. Not until 
mid-March did Senate and House leaders yield to carefully-worded resolutions to 
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structure hearings in consultation with the special counsel. 

How Serious? 

•Z admit that Z did receive payments during the year 1967 which were not 
expended for political purposes and that therefore these payments were income, 
taxable to me in that year, and that Z so knew," Nr. Agnew told federal Judge 
Walter B. Hoffman before sentencing on a single count of tax evasion. 

No one has accused Mr. Clinton of tax evasion, but various news 
organizations, including the New York Times, have asked whether Mr. Clinton 
used Madison to convert campaign funds to personal funds. Money Magazine's 
April issue features its own audit of the Clintons' tax returns for the years 
1980*1992, claiming they nay owe $45,000 in back taxes, interest and penalties. 
Whitewater Development Corp. didn't file income tax returns for three years. 

Zn the absence of further public disclosure by the Clintons, action by the 
special counsel and congressional hearings, it is not possible to know just how 
serious the Whitewater offenses may be. But Mr. Agnew 's resignation was driven 
as much by a desire to spare President Nixon and the country a trial while 
Watergate raged as it was to get the Justice Department off the vice president's 
back. 

This fate may never be Jail* Mr. Clinton. Whitewater may turn out to be, as 
he and Mrs. Clinton have asserted, just another failed real-estate deal. But 
the similarities between Me. Agnew 's apd Mr. Clinton's experiences underscore 
the potential seriopsness k bfr Whitewater) and why a growing number of Americans 
are telling pollstes^thaf' lj^,is *a jmatt^r worth investigating. 

Kelly Johnston Bp^taifealireetor of ^he U.S. Senate Republican Policy 
Committee. V \ ,<,/ 

V>. ? ,. r> .V 
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March 27, 1994, Sunday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 711 words 

HEADLINE: RTC Investigator Waged Lonely Battle for Clinton Probe 
BYLINE: By RICHARD KEIL, Associated Press Writer 
DATELINE : WASHINGTON 
BODY 

For months, a federal investigator named Jean Lewis labored to get her 
superiors to take seriously a check- kiting scheme at an Arkansas savings and 
loan that she believed might have benefited President and Mrs. Clinton. 

Lewis, an investigator in the Resolution Trust Corp. 's Kansas City, Mo. 
office, was for months the lone voice calling for a probe into the relationship 
among the Clintons, the Whitewater Development Corp. and the failed Madison 
Guaranty Savings and Loan. 

Her actions came to light last week when Rep. Jim Leach, R-Iowa, released a 
series of memos, notes and electronic mail messages between Lewis and her 
colleagues. NOw, she is likely to be a key in special prosecutor Robert Fiske's 
Whitewater probe and the RTC's ultimate decision about whether to pursue civil 
actions against those involved in the failure of Madison. 

Madison's owner, James McDougal, was acquitted in 1990 of federal bank fraud 
charges arising from the SfcL's failure. 

Lewis was assigned to take another look at Madison in 1991. As she probed, 
Lewis came to wonder: If the Clintons had put no money in Whitewater, and it was 
generating little cash flow, how was the $ 202,000 in loans being paid off? And, 
she wrote in a Feb. 2, 1994, memo: Shouldn't the Clintons' suspicions have grown 
since they knew that their Whitewater co- investor, McDougal, headed an S&L that 
was commonly known to be in bad financial shape? 

In one memo to her own file, Lewis related how a lawyer with the Federal 
Deposit Insurance Corp. in Washington, April Breslaw, had told her "the people 
at the top" wanted to say that Whitewater did not cause a loss to Madison. 

Lewis wrote that Breslaw said the superiors wanted a "honest answer" but 
would be "happier about certain answers that would get them off the hook." Lewis 
wrote that she reiterated to Breslaw that her belief that Whitewater had caused 
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losses to Madison. 

Breslaw did not return a call from The Associated Press. But in an interview 
last week with The New York Times, Breslaw disputed Lewis' assertion and 
criticized the quality of her investigation. 

"I categorically deny the accusation that I said anybody from Washington 
wanted any particular outcome on any issue," she said. "That’s a complete 
fabrication. " 


In the documents released by Leach, Lewis accused the Clintons of no 
wrongdoing. But after tracking $ 70,000 that McDougal shifted from Madison to 
Whitewater in 1985, she said the Clintons' might have been the unwitting 
beneficiaries of Madison's defrauding. 

RTC spokeswoman Felicia Neuringer declined to comment on Leach's statements 
or anything in the documents he released last week. 

Lewis did not respond to a message left on her office answering machine. But 
she told the Kansas City Star: "My hands are tied. I'd like to keep my job." 

Several colleagues and one of her superiors spoke highly of Lewis' abilities 
as an investigator but declined to be quoted by name. 

However, others take a dim view of her work, particularly Sam Heuer, 

McDougal 'a attorney. Heuer called Lewis "a lady who appears to be on a 
one-person vendetta in the RTC against Madison Guaranty and President 
Clinton." 

And some in the RTC agreed with Heuer 'a arguments that Lewis' referrals 
naming the Clintons were simply not worth pursuing. 

Lewis' resiliency was tested when her first recommendation that the Clintons 
be subjected to a criminal investigation was rejected. She followed up with a 
second similar recommendation. 

Finally, Lewis was taken off the case - to her temporary relief, she said. 

"The Powers that Be have decided that I'm better off out of the line of fire 
(and I ain't arguing)," Lewis wrote in a Nov. 10, 1993, e-mail message to 
colleagues that was released by Leach. 

Before being removed, Lewis worked from May to October 1993 to learn from the 
Justice Department what had become of the Madison case. Unfamiliar with the 
department's structure, Lewis took a month to locate someone in the agency who 
could help her track it. But even then, Lewis never spoke directly to the 
Justice officials in Washington who personally dealt with the case. 

Ultimately, she learned that the U.S. attorney's office in Little Rock, Ark., 
had decided much earlier against prosecuting the case without more evidence. 
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March 27, 1994, Sunday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 837 words 

HEADLINE: Leach unperturbed by Stephanopoulos -Ickes Call to Altman 

DATELINE: WASHINGTON 

BODY 

The leading Whitewater critic in Congress said Sunday he didn't want to draw 
premature conclusions about two top White House aides' complaints to a Treasury 
official over the hiring of a former GOP prosecutor in the case. 

"I hope we don't make too much of this part of the story," Rep. Jim Leach, 
R-Iowa, said on NBC's "Meet the Press." 

"It's natural that they would be upset" with a decision by the Resolution 
Trust Corp. to retain form U.S. Attorney Jay B. Stephens to investigate the 
failed Madison Guaranty Savings and Loan, Leach said of senior White House 
aides Harold Ickes and George Stephanopoulos . 

However, "it was probably a mistake to convey this in a way that may or may 
not have implied trying to release him (Stephens) from this job, " Leach said of 
the Feb. 25 call from Stephanopoulos and Ickes to Deputy Treasury Secretary 
Roger Altman. 

Meanwhile, the white House challenged published speculation that Hillary 
Rodham Clinton did not put any of her own money at risk to realize roughly $ 
100,000 in cattle futures trading profits in 1978 and 1979. 

Newsweek magazine reported that Professor Marvin A. Chirelstein of the 
Columbia university Law School told it Mrs. Clinton did not invest any money of 
her own, an assertion Chirelstein denied making in a telephone interview Sunday. 

Chirelstein, one of the experts called in by the White House to substantiate 
information on newly released Clinton tax returns for 1977-79, issued a 
statement - distributed by the White House - calling the Newsweek article "false 
and irresponsible." 

He subsequently told The Associated Press that he had no knowledge of whether 
Mrs. Clinton put up any of her own money in the commodity trading because he was 
given no documentation concerning that portion of their tax returns. 
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He did acknowledge having a "speculative" discussion with a Newsweek reporter 
on the commodity trading issue, but says he was misunderstood and now regrets 
even discussing a matter on which he had no firsthand knowledge. 

Chirelstein said he was given underlying documentation - such as canceled 
checks and bank ledgers - only on the Whitewater* related portions of their 
returns . 

"The truth ... is that Mrs . Clinton used her own money, and invested at her 
own risk, in making her commodities investment,” said a statement issued jointly 
by Lisa Caputo, Mrs. Clinton's press secretary, and John Podesta, the white 
House staff secretary. 

However, the White House has consistently declined to say how much of her own 
money Mrs. Clinton put at risk. 

Newsweek said it stands by Chirelstein 1 s quotes in its story and that "he 
offered his interpretation of Mrs. Clinton's commodities trading. He spoke 
without reservation and indicated that he had seen the relevant financial 
documents . " 

In another development, ABC reported Sunday evening that the Clintons will 
turn over to former Whitewater partner James McDougal documents on the land 
venture so he can file his tax returns. McDougal has complained publicly that he 
has been unable to get the records despite a contractual obligation that they be 
turned over to him in connection with his purchase of the Clintons' share in the 
corporation. 

Stephens, a former White House legal aide in the Reagan administration, was 
fired as U.S. attorney for the District of Columbia last March, two months after 
Clinton took office. 

At the time, Stephens publicly implied that his dismissal was aimed at 
thwarting his office's still -continuing investigation of House Ways and Means 
Chairman Dan Rostenkowski , D-Ill., in the House Post Office scandal. 

The White House has acknowledged that Stephanopoulos and Ickes placed a 
conference call after learning that the RTC had retained Stephens a day earlier 
to pursue possible civil claims against the failed Arkansas thrift. 

white House spokesman Jeff Eller, in Dallas with Clinton on Sunday, said the 
president "stands behind George (Stephanopoulos) 100 percent." 

Last week, Leach said there was evidence to suggest that federally insured 
deposits in Madison were used to cover interest payments on loans to Clinton and 
his wife covering their investment in the Whitewater land development 
enterprise . 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Clinton in his bid for re-election as Arkansas' governor. 

Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $ 47 million. 

Stephanopoulos told CNN he had expressed anger at the hiring of Stephens but 
was "just trying to get information." 
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"They probably had reaaon to be angry," Leach said, though that "doesn’t naan 
you call the powers that be to try to get him fired, whether they did that or 
not, nobody knows. But ... it would be premature to draw too heavy conclusions 
from it." 

House Speaker Tom Foley, D-Wash., appearing on the same program, said, 
"there’s nothing to suggest any impropriety here. ... We’ve lost the 
proportionality here in this whole matter." 
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March 27, 1994, Sunday, 3 STAR Edition 


SECTION: A; Pg. 22 
LENGTH: 42S words 

HEADLINE: Treasury official's diary scrutinised; 

Notes may shed light on Whitewater 

BYLINE: ANN DEVROY; Washington Post 

DATELINE: WASHINGTON 

BODY 

WASHINGTON -- special counsel Robert B. Fiske Jr. is 
examining a diary of the Treasury Department's chief of staff that 
contains notes of conversations among Treasury and White House 
officials on the investigation of Madison Guaranty Savings 6 Loan, 
the failed Arkansas thrift at the center of the Whitewater 
controversy. 

Sources familiar with the investigation said the diary was 
kept by Joshua Steiner, chief of staff to Treasury Secretary Lloyd 
Bentsen, and was turned over to Fiske under the subpoena issued to 
White House and Treasury officials two weeks ago. 

According to a source, Steiner's diary provided the first 
information to Fiske on the conversation last month in which senior 
white House adviser George Stephanopoulos expressed alarm about the 
appointment of former Republican federal prosecutor Jay B. Stephens 
to handle possible civil suits growing out of the Resolution Trust 
Corp.'s probe of Madison's failure. 

One area of the RTC civil investigation concerns the 
potential liability of the Rose Law Firm, including former partner 
Hillary Rodham Clinton, for its representation of Madison. 

Stephanopoulos and Deputy White House Chief of Staff Harold Ickes 
also had called Deputy Treasury Secretary Roger C. Altman, who is 
serving as acting head of the RTC, to complain that the hiring of 
Stephens was an "" outrageous choice,'' sources have said. 

The source familiar with the Fiske probe said Saturday that 
the diary also sheds new light on discussions within the 
administration about Altman's decision to recuse himself from 
matters relating to the RTC 'a investigation of Madison. Altman, as 
acting head of the RTC, withdrew from participation in any 
Madison- related decisions after revealing to a Senate committee 
that he had briefed senior White House officials on the case. 
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I eke 8 and Stephanopoulos were furious that Altman had 
announced his recusal without telling White House officials, 
prompting their Feb. 25 call to him. 

Steiner, in conversations with Fiske investigators, has said 
that a third White House official, staff secretary John Podesta, 
raised the subject of Altman's recusal with him. His diary, sources 
said, mentions the conversation with Podesta. 

Podesta declined comment Saturday. Podesta was subpoenaed on 
Friday to appear before the grand jury this Thursday. 

The subpoenas of Stephanopoulos on March 17 and Podesta on 
March 25 suggest that Fiske may be using the Steiner diary as a 
guidebook in probing the contacts between the White House and 
Treasury. 


GRAPHIC: Mug: Robert B. Fiske Jr. 
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Calls in Whitewater matter weren't right, counsel says 

BYLINE: GREG MCDONALD; Staff 

DATELINE: DALLAS 


BODY 

DALLAS -- The White House Saturday downplayed reports that 
two presidential aides attempted to remove a prominent Republican 
hired by federal authorities to investigate a failed Arkansas 
thrift with ties to President Clinton, but acknowledged that they 
had acted improperly. 

In a statement released here where Clinton was attending the 
wedding of his half-brother, Roger, White House counsel Lloyd 
Cutler said it was ""perfectly natural" for Clinton advisers 
George Stephanopoulos and Harold I ekes to be outraged about the 
hiring of former District of Columbia U.S. Attorney Jay Stephens by 
the Resolution Trust Corporation. 

But Cutler said phone conversations the two aides had with 
Treasury Department officials last month inquiring about whether 
Stephens could be fired should not have taken place. 

""As with other discussions with Treasury officials, it 
certainly would have been better had these conversations not 
occurred," Cutler said in the statement, promising that ""such 
conversations' ' would not happen again. 

The RTC, an arm of the Treasury Department responsible for 
closing out failed SfcLs, hired Stephens to handle possible civil 
lawsuits growing out of the federal probe of Madison Guaranty 
Savings and Loan and the related Whitewater land development 
venture started by the Clintons. Stephens was dismissed from his 
U.S. attorney job by the president last year and replaced with a 
Democrat. He has been critical of Clinton ever since. 


The aides. Cutler explained in the statement, were merely 
trying to find out how such an outspoken opponent of the president 
could be hired as an outside attorney to help in an investigation 
linked to Clinton's Whitewater land development deal. 
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But the conversations , which took place on Feb. 25 with 
Deputy Treasury Secretary Roger Altman and Treasury Chief of Staff 
Joshua Steiner, marked the first time in the Whitewater matter that 
the White House appeared to interfere directly with the sensitive 
federal probe. 

Time magazine also reported over the weekend that the phone 
calls by Stephanopoulos and Ickea could prompt charges of White 
House obstruction of justice if the Justice Department's special 
counsel Robert Fiske decides to pursue the issue in his ongoing 
investigation of the Whitewater-Madison affair. 

According to the magazine, Altman, who is acting head of the 
RTC, and Steiner turned aside the aides' demands, telling them 
there was nothing that could be done about it. 

Altman, the magazine reported, also told Steiner that he 
thought the two aides were " "nuts • ' for trying to suggest that 
Stephens be dumped in the middle of Fiske 's criminal inquiry and 
the ongoing RTC civil probe of Madison. 

Asked about the matter Saturday, Stephanopoulos told CNN that 
he was to overwhelmed with work on the day the phone calls took 
place to remember what he said specifically about Stephens. But he 
said he did remember " "blowing off steam' ' about it in a 
conversation with Steiner ""because I thought it was unfair. " 

""But once I got the facts from Josh about the (Stephens RTC) 
retention, that ended the matter as far as I was concerned, ' ' he 
said. 

Stephanopoulos and other White House officials said the 
president had no knowledge of the phone calls. But they conceded 
that the inquiries about Stephens raised more questions about White 
House efforts to protect the president from embarrassment or 
fallout from investigations into his past business dealings. 

""Do I wish now that I hadn't have gotten angry, that I 
hadn't blown off steam? ' ' Stephanopoulos asked. ""Of course I do. . 

. . But Z was just trying to get information. ' ' 

Despite the controversy, Clinton plowed ahead with scheduled 
events here, including his weekly radio address, broadcast from 
Texas Scottish Rite Children's Hospital. 

""If we don't do something now, the future of health care is 
in trouble in America, because more Americans are losing their 
health coverage or can't get it because someone in their family has 
been sick, ' ' he said. 

Earlier, Clinton applauded the efforts of Scottish Rite to 
provide free treatment for children with orthopedic problems. He 
and first lady Hillary Rodham Clinton visited briefly with five 
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young patients, ages 4 to 12, to learn about their bone diseases 
and see what progress they have made since treatment. 

Talking with Geoffrey Martin, 6, of Fort North, Clinton 
learned of the child's love for baseball, despite the fact that he 
is unable to walk and play normally because of a stiffness in his 
knee joints caused by rheumatoid arthritis. But the boy, wearing a 
Texas Rangers baseball cap, was able to stand briefly and siring a 
bat as Clinton pitched a yellow Nerf ball in his direction. 

""You got a bad pitcher, ' 1 Clinton told Geoffrey after he 
missed a few. 

But on the next pitch he hit a line drive right into the 
president's chest. Clinton, leaped back in surprise and said: 

" "Good job. That's great. '' 

GRAPHIC: Mugs: 1. George Stephanopoulos ; 2. Harold Xckes; 3. Jay Stephens 
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BYLINE: By Susan Estrich, Susan Estrich, a contributing editor to Opinion, is 
a law professor at USC. She served as campaign manager for Michael S. Dukakis in 
1988. 

BODY 

The Whitewater scandal is a crisis for the Clinton presidency -- and the 
country. In his first year in office, despite some well-publicized missteps. 

Bill Clinton got more major legislation through Congress than any President 
since Franklin D. Roosevelt. In his second year, the President and Hillary 
Rodham Clinton succeeded in placing health care on the national agenda, changing 
the question from whether all Americans deserved decent health care to how to 
provide it. 

Now, however, the President has no choice but to try to face down an angry 
press corps, the First Lady has lowered her profile almost out of view and 
health-care reform is on the endangered list. The reason is a "scandal" that 
even the President's most ardent critics acknowledge is likely much ado about 
not much. To quote one attacker, Sen. Alfonse M. D' Amato (R-N.Y.), there may be 
"little if anything" at the core of Whitewater. "I never said I expected any 
substantial wrongdoing or any at all . " 

Many Americans believe the President and Hillary Clinton must be hiding 
something important about Whitewater. That belief is understandable, given the 
mis judgments and poor handling of the issue to date by the President's advisers. 

But hundreds of reporters working thousands of hours have found no smoking guns , 
no criminal violations, no abuse of power, nothing that would justify the crisis 
that Whitewater has become. That is both the irony and the tragedy of the 
so-called Whitewater scandal. 

In 1978, President and Mrs. Clinton invested money in a real-estate 
partnership with James B. McDougal, who later headed Madison Guaranty Savings 
and Loan, an SfcL that ultimately failed at taxpayer expense. Hillary Clinton, as 
an attorney in private practice, represented Madison before regulators appointed 
by her husband,* the governor. Later, her law firm represented the government in 
a suit against Madison Guaranty's auditors. 

There have been allegations that Madison funds may have found their way into 
Whitewater, or even into the 1984 Clinton gubernatorial campaign. There have 
also been allegations the Clintons may owe taxes because their Whitewater losses 
were overstated. None of these allegations have been substantiated -- 
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notwithstanding the work of hundreds of reporters. Even if they were, there has 
been no allegation that Clinton or his wife were themselves involved, or even 
aware, of any misappropriation of funds or that they intended to evade taxes. 

Rep. James A. Leach of Iowa, ranking Republican on the House Banking 
Committee, has charged that federal regulators in Kansas City blocked further 
investigations into Madison. But, as he himself has admitted, there is no proof 
that any Clinton appointees were involved in this -- and the President has 
specifically denied they were. There are also some who have argued that Hillary 
Clinton's representation of Madison, or her firm's later representation of the 
federal government, raises ethical questions, and that the close relationships 
among Arkansas business leaders, lawyers and politicians give rise at least to 
an appearance of a conflict of interest. 

Arkansas pays its governor less than California pays its prison guards. Its 
speaker of the house was, for most of his tenure, on the payroll of a poultry 
company that is one of the state's largest employers. For those who value ethics 
in politics, there is much to criticize in the way business is routinely done in 
many of the smaller -- and larger -- state capitols around the country. George 
Bush tried to make Arkansas an issue in the election. Americans chose Clinton, 
notwithstanding the attacks. 

The issues involving the Whitewater investment and Hillary Clinton's law firm 
-- the subject of the special counsel's probe -- should not be enough to put a 
presidency in crisis. They do not involve abuse of presidential power . They do 
not involve criminal wrongdoing. They are not "high crimes" that would, under 
any circumstances, support impeachment. Unlike Watergate, unlike Iran-Contra, 
even if the President's harshest critics are justified, no claim has been raised 
of abuse of power or criminal wrongdoing by a sitting President. 

There should be no cloud over this presidency --at least as a matter of law. 

Indeed, it is hard to imagine what the President or Hillary Clinton could even 
be hiding with respect to these transactions that would be more damaging than 
damage they've already suffered to date. 

Those who recognize that Whitewater itself is neither big enough nor 
important enough to paralyze a presidency -- and a country -- argue it is the 
"cover-up" of Whitewater, like the cover-up called Watergate, that raises 
questions about White House integrity. But there is simply no parallel between 
President Richard M. Nixon's efforts to use the CIA to thwart the investigation 
of the FBI, and Deputy Treasury Secretary Roger C. Altman's meetings with White 
House staffers on Whitewater, or former White House Counsel Bernard W. 

Nussbaum's efforts to limit disclosure of White House counsel Vincent W. Foster 
Jr.'s files . 

The Altman meetings, which helped ignite the feeding frenzy that is the 
greatest scandal here, certainly created an appearance of conflict of interest, 
that the White House should always seek to avoid. But the substance of these 
meetings, unlike Watergate, had nothing to do with using one agency against 
another to protect the President. 

Altman has repeatedly stated that he did no more than brief White House 4 
officials on the procedural rules relating to the statute of limitations on the 
Madison probe, and seek their advice as to whether he should recuse himself from 
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any decisions dealing with Madison -- as he ultimately did. 

No one has challenged Altman's version, nor his integrity. Indeed, the ethics 
officer at Treasury approved the Altman meeting -- precisely because no 
confidential information was being disclosed, no decision-making being shared, 
no influence being sought. Altman may have made an error in judgment in having 
che meetings -- but it is a far cry from the abuse of presidential power at the 
core of Watergate. 

As for Nussbaum, his sins were political rather than legal, and he has paid 
dearly for them. The bottom line, however, is that the files have been 
disclosed, the Poster death is being excruciatingly re- investigated, and it 
remains the case -- New York tabloid wars notwithstanding -- that there is no 
basis for believing it was anything other than a tragic suicide. 

It is the job of the media to investigate allegations of wrongdoing by public 
officials -- particularly the most powerful leaders in our country. It is the 
job of the opposition party to police the ethics of the majority. But there is a 
difference between doing your job and just doing in a presidency for the rating 
points, or for the partisan advantage. 

For much of the last two months, the public has been smart enough to 
recognize that health care and the economy are far more important to America 
than the way business was done in Little Rock a decade or two ago. But the 
constant drumbeat is hard to ignore. Whitewater is taking its toll. 

If Special Counsel Robert B. Fiske Jr.'s investigation provides the basis for 
more serious charges against the Clintons, then they will be forced, as they 
should be, to face the consequences. But until and unless more serious charges 
are substantiated, Clinton ou^ht to be free to pursue his substantive agenda. If 
the OOP and the press, and white House aides who have created more damage than 
they have controlled, succeed in creating enough smoke to engulf the Clinton 
presidency, then all Americans will lose.* 

GRAPHIC: Drawing, (Clinton) , BILL NELSON / for The Times 
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Whitewater, the Arkansas land deal that has stirred so much controversy for 
the White House, is often dismissed by President Clinton as nothing more than a 
hapless effort to make a modest profit by building a dream retirement haven in 
the Oxarks. 

"It's an investment I made 15 years ago that lost money instead of made money 
because the property market turned around at home, * Clinton said recently. "It's 
a simple, straightforward thing, and it *11 be shown to be." 

But new evidence made public last week, taken together with what was already 
known, makes it clear that Whitewater was not quite that simple. While the 
President and First Lady Hillary Rodham Clinton — as they insist -- may have 
known nothing about any wrongdoing, federal investigators have found substantial 
evidence suggesting that the land development firm was entangled in something 
that went well beyond selling lots for houses. 

The Whitewater project, investigators now believe, was part of a labyrinthine 
system of financial juggling and speculation operated by James B. McDougal, a 
Little Rock. Ark., real estate developer who was the Clintons' financial partner 
in the Whitewater deal and the head of the now-defunct Madison Guaranty 
Savings & Loan. 

Federally insured funds from McDougal ' s SAL, which eventually collapsed at a 
cost of at least $47 million to taxpayers, allegedly moved so freely among his 
various enterprises -- including the Whitewater project -- that one federal 
investigator called the whole scheme a "massive check-kite." 

The exact nature of the Clintons' involvement in the overall enterprise, and 
the extent of their knowledge about its affairs, remain uncertain. 

Even though the Clintons' public statements and tax records indicate that 
they lost $46,635.75 as a result of their investment in the Whitewater endeavor, 
they were named as "possible beneficiaries” of McDougal 'a activities in 
documents forwarded to the Justice Department by officials of the Resolution 
Trust Corp. , which investigated Madison Guaranty and related businesses. 


L 





Services of Mead Data Central, Inc. 



S-NEX5W 


LEXIS’- NEXIS'fS 


14783 



2361 


Los Angeles Times, March 27, 1994 


Page 16 


For one thing, as McDougal struggled to conceal the fact that his financial 
empire was going bankrupt, as much as $100,000 was diverted from Madison 
Guaranty to the Whitewater project -- money that taxpayers ultimately had to 
make up. 

And with many of the records now missing, one investigative source speculated 
that "it may be that McDougal, in his head, has the only complete record of 
where the money came from and where it. went." 

What follows is a step-by-step guide to what is known and what is not known 
thus far about a relatively minor business investment that has turned into the 
most dangerous controversy in Clinton's career: 

Not -So -Equal Partners 

In 1978, the Clintons became partners with McDougal and his then-wife, Susan, 
in purchasing 230 acres of land along the White River in northern Arkansas. 
Together they obtained loans totaling $203,000 to buy the property. The money 
was borrowed at 10% interest, meaning that the partners were obligating 
themselves to pay at least $20,000 a year to keep from defaulting. 

Out of their own pocket, the Clintons put up $500. 

Although the development was said to be a 50-50 partnership between the 
McDougals and the Clintons, there was no signed contract between them, and the 
two couples never seem to have shared equally in profits or losses. 

By Clinton's own account, the McDougals had contributed $268,000 and 
withdrawn $175,800 by 1992, for a net investment (and loss) of $92,200. That is 
almost twice what the Clintons claim to have lost on the deal. 

In addition to repaying the two initial loans they took out to acquire the 
property, the partners had other Whitewater- related expenses. In the first two 
years after creating the Whitewater project, it has been reported that they 
spent $40,000 dividing land into 44 parcels, building gravel roads and printing 
brochures . 


Exactly how the loans and expenses were covered on a monthly basis is not 
entirely clear. 

While the lots did not sell as quickly as the owners had hoped, land sales 
did generate a steady stream of income for the company. Yet even after they 
officially shifted the ownership of the property into the newly created 
Whitewater Development Corp. in 1979, the McDougals and the Clintons say they 
frequently were forced to use personal funds to cover business debts and current 
expenses. 

In 1978 and 1979 alone, the Clintons claim to have paid more than $22,120.60 
in interest payments on the initial loan. 

Then in 1980, Hillary Clinton borrowed another $30,000 at 20% interest from 
the McDougal -owned Bank of Kingston, Ark., in order to construct a model home on 
Whitewater lot NO. 13. She borrowed it in her name; McDougal ' s bank was 
prohibited by law from making loans directly to any of his own business 
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ventures. 

The model hone was sold in 1981 for $27,700, but it came back to them in 1988 
after the buyer declared bankruptcy and died. Because the Clintons still owed 
$13,000 on the initial loan, they paid $8,000 to reacquire the property. It was 
then resold, and the Clintons reported a $1,640 capital gain after paying off 
the note. 

The Clintons have said they were passive partners in the Whitewater project 
and that it was McDougal who ran the business on a day-to-day basis. But they 
have never explained why they did not sharp equally with the McDougal s in 
Whitewater losses. 

A wider Scheme? 

Many of these seemingly complex transactions , mixing personal and corporate 
obligations, are typical of closely held enterprises, but in other ways 
Whitewater seems to have been anything but a normal small business. 

According to government investigators, tens of thousands of dollars passed 
through Whitewater accounts that bear no obvious relationship to the real estate 
development itself. These transactions are the source of the government's keen 
interest in the Whitewater project. 

Investigators say they believe McDougal was using Whitewater Development -- 
as well as many of his other companies --to drain federally insured money from 
Madison Guaranty in a scheme that may have robbed the thrift of hundreds of 
thousands of dollars. In a memo released last week, an RTC investigator 
estimated at least $100,000 in Madison Guaranty funds were funneled into 
Whitewater Development. 

What portion of these funds from Madison Guaranty may have been used to pay 
Whitewater debts is unknown. 

Some of the individual transactions appear to be perfectly legal. For 
example, the directors of a Madison Guaranty subsidiary company paid $30,000 
into a Whitewater account in April, 1985, as a "bonus" to McDougal. since 
McDougal controlled the company, he had a right to award himself a bonus, but 
the timing suggests what his purpose may have been: At the time, Whitewater 
Development owed a payment on its outstanding debt, and its account was 
overdrawn by $28,000. 

Other transfers of money from Madison Guaranty to Whitewater Development 
raise unanswered questions. The RTC's chief investigator indicated that 
Whitewater Development also received "unauthorized" loans from Madison 
Guaranty. 

One such transaction is already well known. 

On Nov. 8, 1985, McDougal sent a check for $7,322.42 to the Security Bank of 
Paragould as a payment on the money originally borrowed by Biliary Clinton for 
the model home. Two years earlier, the Clintons had refinanced the then-unpaid 
balance of $20,000 on the loan through Security Bank, apparently to obtain a 
lower interest rate. 
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Although McDougal made Che payment from Whitewater funds, the corporate 
account was nearly empty at the time. So he covered the check with a transfer of 
$7, S00 in funds from a Madison Guaranty subsidiary that investigators say they 
believe was often used to siphon money from the thrift. 

This transaction is cited by Clinton's critics as evidence that federally 
insured thrift money was improperly used to pay obligations owed by the 
Clintons. If so, the critics reason, the President and his wife are responsible 
for a small portion of the $47-million bill left behind for the taxpayers to pay 
when Madison Guaranty was declared insolvent in 1989. 

Profit or Loss? 

In 1992, when Clinton was running for President, he asserted that he had 
advanced a total of $68,900 to Whitewater Development -- most of it in payments 
on loans taken out on behalf of the company -- and received nothing in return. 

Last week, however, he lowered that figure to $43,635.75. He said he had 
mistakenly included in the Whitewater total a loan of about $20,000 he took out 
to help his mother buy a house - - a transaction completely unrelated to the 
Whitewater project. 

The Clintons still adhere to the judgment of attorney James Lyons of Denver, 
who reviewed their Whitewater finances in 1992 and concluded that they had 
received no profit. 

It is not known how much, if any, Whitewater money was used to pay off debts 
Clinton had incurred in his own name, but critics have suggested such funds 
should have been treated as income by Clinton and reported on his tax returns. 

The President did not list these payments as personal income on his taxes, 
apparently because he viewed them as corporate -- not personal -- debts. 

Clinton's critics are intrigued by a statement that McDougal made in 1992 
suggesting that the Clintons' obligations may have been satisfied entirely with 
corporate funds. "Every bit Clinton put in," McDougal said, "was income they 
didn't report." 

Indeed, McDougal disagrees with much of the Clintons' accounting, but the 
credibility of the mercurial former thrift owner is itself in dispute. 

The Clintons have already acknowledged they had erroneously claimed a tax 
deduction for Whitewater- related interest payments totaling $5,133 in. 1984 and 
1985. They said the mistake occurred because they personally received interest 
statements from the bank that should have been directed to Whitewater 
Development . 

Predictably, these contradictions have caused Clinton's critics to question 
the President's arithmetic as %#ell as his claim that the Whitewater project was 
a simple investment in which he lost money. On Thursday, Rep. Jim Leach 
(R-Iowa) , who is conducting his own Whitewater probe, posed these questions: 

"Did . . . the Clintons ever receive income from Whitewater? Why do the 
records show only that the McDougals did? How many personal interest payments 
did Whitewater make on the Clintons' behalf? Did the Clintons know whether other 
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McDougal - related companies infused capital into Whitewater, and does thia make 
the former governor indebted to McDougal' e other partners or complicitous in any 
improper activities they might have been engaged in?" 

Despite the apparent losses, Leach and others claim, the Clintons received 
something of value from the Whitewater project, at least in the form of debt 
forgiveness . 

If the McDougal s sustained losses larger than the Clintons' in an equal 
partnership, they also ask: Should the difference be considered a gift to the 
governor from the owner of a state- regulated business? 

Furthermore, Clinton's critics note that the President benefited in another 
way by taking an $8,000 income tax deduction for interest payments he claims to 
have made on Whitewater- related loans. - ‘ 

Postscript 

In 1992, the Clintons sold their share of Whitewater Development to McDougal 
for $1,000. But they did not claim any Whitewater losses on their income tax 
filing that year, as they frequently did when they sold other unprofitable 
investments . 

white House aides said the Clintons lacked the necessary documentation to 
claim a deduction. Neither Whitewater Development nor McDougal has filed tax 
returns for all of the years involved, also apparently because of a shortage of 
documentation . 
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BODY 

The white House on Saturday defended two top aides to President Clinton who 
reportedly had asked whether a prominent Republican lawyer could be removed from 
an investigation of civil claims arising from the failure of a 
Whitewater- related savings and loan in Arkansas. 

Lloyd N. Cutler, special White House counsel, downplayed the episode, saying 
in a statement released Saturday that "it was perfectly natural that White House 
officials would be surprised” by the Resolution Trust Corp.'s hiring of 
Republican lawyer Jay B. Stephens to look into the failure of Madison Guaranty 
Savings & Loan. 

Cutler's statement came in response to reports by Time magazine and the 
Washington Post that such inquiries were made by senior presidential adviser 
George Stephanopoulos and Harold M. Ickes, deputy white House chief of staff. 

Stephens, a former U.S. attorney now in private practice, had sharply 
criticized the Clinton Administration for removing him from office in March, 

1993, along with other political appointees from the George Bush Administration. 

He was hired by the RTC in February to handle potential civil suits stemming 
from the closing of Madison Guaranty. 

The thrift's owner, James B. McDougal, was a partner with Bill and Hillary 
Clinton in Whitewater Development Corp., established in the 1970s to construct a 
resort community in the Ozarks. 

Although Stephens remains in his RTC post, inquiries by White House aides to 
determine whether he could be replaced would be the first confirmed intervention 
by people from Clinton's inner circle in the politically sensitive case. 

White House Chief of Staff Thomas (Mack) McLarty ordered an internal review 
of the matter after learning that special counsel Robert B. Fiske Jr., appointed 
to investigate the Whitewater controversy, was examining the inquiries. 

Administration officials said. 
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In Che statement issued to reporters traveling in Texas with Clinton, Cutler 
said he did not know all the facts because Piske has asked that no interviews be 
conducted with White House witnesses until his inquiry is over. 

But "it would have been better had these conversations not occurred, N he 
said. 

"I am confident that such conversations will not be repeated. At the same 
time, these conversations should not be blown out of proportion, " he added. 

According to the reports, Stephanopoulos and Ickes asked Deputy Treasury 
Secretary Roger Altman, who is acting head of the RTC, and Joshua Steiner, the 
Treasury Department's chief of staff, about replacing Stephens. 

Both Treasury officials said nothing could be done about the selection of 
Stephens, and the White House apparently dropped the issue, the reports said. 

Altman has since announced that he would recuse himself from the RTC's 
investigation of the Madison Guaranty case. 

Stephanopoulos, in an interview with CNN on Saturday, said he was "just 
trying to get information" and had expressed anger at the hiring of Stephens. 

"Do I wish now that I hadn't gotten angry, that I hadn't blown off steam? Of 
course I do. I wish I hadn't gotten angry." 

GRAPHIC: Photo, Jay B. Stephens, whose hiring for a Whitewater- related inquiry 
was questioned toy white House. Associated Press 
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The White House and the Whitewater special prosecutor are conducting separate 
inquiries into whether a senior aide to President Clinton acted improperly last 
month by raising questions about the hiring of a high-profile Republican lawyer 
to look into the bankruptcy of an Arkansas savings and loan. 

Thomas P. McLarty 3d, the White House chief of staff, ordered the internal 
review on Priday night after learning that the prosecutor was looking into a 
conversation on Feb. 25 between George Stephanopoulos , one of Mr. Clinton's 
closest aides, and Joshua Steiner, a close friend of Mr. Stephanopoulos who is 
the Treasury Department chief of staff. 

In that call, made on the same day that members of Congress were angrily 
raising questions about contacts between officials in the Treasury and the White 
House, Mr. Stephanopoulos complained about a decision by the Resolution Trust 
Corporation, an independent Federal agency, to hire Jay B. Stephens, a former 

, United States Attorney for the District of Columbia. 

Raised Replacement Question 

An Administration official with knowledge of the conversation, who spoke on 
the condition of anonymity, said Mr. Stephanopoulos asked Mr. Steiner if the 
hiring was "final" or whether Mr. Stephens could still be replaced. 

Mr. Stephens, who had been publicly critical of the Clinton Administration, 
was hired to determine whether the Federal Government could file civil suits to 
recover some of the $47 million to $60 million the bankruptcy of the Arkansas 
savings and loan, Madison Guaranty, cost taxpayers . Madison was owned by the 
Clintons' partner in the Whitewater land deal, James B. McDougal. 

Mr. McLarty also directed Lloyd N. Cutler, the White House counsel, to review 
another telephone call on Feb. 25 involving Mr. Stephanopoulos and Harold M. 

I ekes, the White House deputy chief of staff. In that conference call between 
the two officials and Roger C. Altman, the Deputy Treasury Secretary, Mr. Ickes 
angrily criticized Mr. Altman, Administration officials said. The criticism was 
prompted by his failure to give the White House advance notice of his decision 
to recuse himself from the Resolution Trust Corporation's investigation of 
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Madison and Whitewater . 

In a written statement this afternoon. Mr. Cutler said it was "perfectly 
natural" that White House officials would be surprised at the hiring of Mr. 
Stephens. But he said in an interview from Denver, where he was visiting his 
family. "It would have been better if these phone calls hadn't been made." Mr. 
Stephanopolous and Mr. Ickes, through his lawyer, said they had done nothing 
improper in making the calls. 

They have been questioned about the calls by a grand jury at the disposal of 
the special prosecutor, Robert B. Piske Jr. An aide to Mr. Fiske said today that 
the special prosecutor was reviewing the conversations as part of the 
investigation, but he refused to say anything more about the inquiry. 

Neither Mr. Altman, Mr. Steiner nor Mr. Ickes could be reached for comment, 
and Mr. Stephens refused to discuss the controversy surrounding his hiring. 

'No Action Was Taken* 

But a Treasury Department spokesman, Howard Schloss, said this afternoon: 

"No action was taken either by Mr. Altman or Mr. Steiner as a result of the 
calls. NO one tried to influence the negotiations one bit." 

Mr. Cutler said he had been asked by Mr. Fiske not to interview any of those 
already subpoenaed in the case until the grand jury finished its work, probably 
next month, meaning that his review could not for practical purposes begin until 
then. But the decision by Mr. McLarty to call for an internal examination of the 
calls reflects the extrema sensitivity of their disclosure just a day after Mr. 
Clinton held a news conference in an attempt to clear the air about the 
Whitewater affair. 

The previously unknown conversations between the White House and Treasury 
Department officials were first described today in The Washington Post. An 
article to be published this week in Time magazine reports that Mr. Steiner had 
made copious written notes of his conversation with Mr. Stephanopoulos . People 
involved in the case said today that at least some notes kept by Mr. Steiner had 
been turned over to Mr. Flake me evidence . 

Treasury officials said that no one at the Resolution Trust Corporation was 
advised of the White House concern about Mr. Stephans. But other people 
following the case said the questioning of Mr. Stephens's role by White House 
officials suggested that they might have been seeking at least to narrow the 
scope of Mr. Stephens's inquiry. 

In his statement today, Mr. Cutler said that "these conversations should not 
be blown out of proportion." He described Mr. Stephens as "an outspoken 
political opponent of the President," and noted that he was still conducting the 
trust corporation's civil inquiry in the case. 

Mark D. Gear an, the White House communications director, said Mr. 
Stephanopolous had told him that he informed the President for the first time 
about the calls on Friday afternoon. 

A White House spokesman, Jeff Slier, told reporters in Dallas that the 
President and Mr. McLarty fully supported their top aides. 
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"Hack stand* fully behind George, and the President stands fully behind 
George," Nr. Eller said. Asked by reporters whether Mr. Ickes or Mr. 
Stephanopoulos had offered to resign, Mr. Eller replied "absolutely not." 

Today, Mr. Stephanopoulos said that he remembered speaking once on Peb. 25 
with Mr. Steiner, and that he had complained to him about the R.T.C. 's decision 
to hire Mr. Stephens. But he said he had only been venting his anger at the 
hiring of someone he regarded as a political opponent of Mr. Clinton. 

"I was puzzled and blew off steam over the unfairness of that decision," Mr. 
Stephanopoulos said. "Because Jay Stephens had accused the President of improper 
interference in an investigation." 

He said he had simply wanted to learn about the circumstances under which Mr. 
Stephens had been hired, but did not explain why he, as a senior White House 
official, thought it appropriate to confront the Treasury Department's chief of 
staff about a decision by the R.T.C. In an interview this afternoon on the Cable 
Mews Network, Mr. Stephanopoulos said: "I wish I hadn't gotten angry. But I was 
just trying to get information." 

Stanley Brand, Mr. Stephanopoulos ' s lawyer, described his client as having 
thrown "a temper tantrum" in complaining to Mr. Steiner, with whom he had worked 
on Michael S. Dukakis's 1988 Presidential campaign, about Mr. Stephens's hiring. 
But he said of Mr. Stephanopoulos , "At the end of the call, he concluded that 
there was nothing to be done , and he did nothing . ” 

Mr. Brand said that Mr. Stephanopoulos could not remember whether his 
explosion at Mr. Steiner preceded or followed his joining Mr. Ickes in making 
the other telephone call now under review, in which those with knowledge of it 
said they challenged Mr. Altman about his neglect in alerting the White House to 
his decision to recuse himself from the R.T.C. investigation of Madison and 
Whitewater. 


But associates of Mr. Stephanopoulos and Mr. Ickes said neither remembered 
raising the subject of Mr. Stephens's hiring with Mr. Altman, who was then the 
acting chairman of the R.T.C. 


Robert Bennett, Mr. Ickes 's lawyer, nevertheless said today that his client 
also believed that it was "outrageous" that "someone so partisan" as Mr. 

Stephens had been put in so sensitive a position overseeing the inquiry. 

Mr. Altman first told White House officials on Peb. 2 that he was considering 
recusing himself from the trust corporators inquiry. Both he and the White 
House officials have insisted that they never advised against the move, although 
Bernard W. Nussbaum, the White House counsel, raised questions about who would 
take his place, officials have said. 

But their lawyers said today that Mr. Stephanopoulos and Mr. Ickes were 
nevertheless taken aback upon learning on Peb. 25, after reporters inquired 
about it, that Mr. Altman had informed Howell Raines, the editorial page editor 
of The New York Times, earlier in the day that he planned to recuse himself. Mr. 
Altman had not yet alerted the White House of his plans. 

Mr. Bennett said that Mr. Ickes had believed strongly that "this was not the 
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protocol that should have been followed" and. that he made that clear during the 
conversation. Mr. Stephanopoulos said, "Roger explained that he had decided to 
recuse himself, and I suggested that as a courtesy he write a letter to the 
President explaining his decision." 

In his written statement this afternoon, Mr. Cutler emphasized that he did 
not yet know all the facts in the case. But he expressed confidence that a 
"firewall" erected in the case earlier this month after the disclosure of other 
unusual contacts between White House and Treasury officials would make certain 
that "such conversations will not be repeated." 


GRAPHIC: Photos: President Clinton practices his softball pitch with 
6 -year-old Geoff ery Martin of Fort Worth during a visit yesterday to the Texas 
Scottish Rite Hospital for Children in Dallas. {Associated Press) ; George 
Stephanopoulos, a senior White House aide, left (Associated Press), denied doing 
anything improper in calling Treasury Department officials to complain about the 
hiring of Jay B. Stephens, right (Jose R. Lopez /The New York Times), to 
investigate the bankruptcy of an Arkansas savings and loan. Mr. Stephens is a 
former united States Attorney for the s District of Columbia, (pg. 20) 
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Nearly two years ago, L. Jean Lewis, a Federal investigator of financial 
fraud, fixed her attention on a collapsed Arkansas savings and loan, Madison 
Guaranty, run by a former business partner of Bill and Hillary Clinton. 

Ms. Lewis began to see a paper trail, a pattern of what she regarded as 
suspicious loans and potential fiscal crimes, including "a $1.5 million 
check-kiting scheme," according to memorandums she wrote from her post at the 
Resolution Trust Corporation, the Federal agency charged with unraveling the 
savings and loan collapses of the 1980's. 

Last week, the string of memorandums she wrote about Madison, and about her 
growing belief that Washington officials were trying to pull back from her most 
stinging conclusions, came to the public's attention as Representative Jim Leach 
of Iowa used them as a basis for a blistering critique of Mr. Clinton. 

Mr. Leach, the senior Republican on the House Banking Committee, has said Ms. 

Lewis had sought Congressional protection as a whistle-blower. Her memorandums 
were part of a stack of documents he made public to support his accusations. But 
in their details, the documents also provide a window into the origin of the 
Whitewater affair that has enveloped the Clinton Presidency. 

Ms. Lewis was removed from her role as a lead investigator in the case last 
November and her conduct has been questioned by Federal banking officials. The 
question now is whether Ms. Lewis is a misguided zealot or the woman who exposed 
the truth behind the Whitewater affair. 

Repeated Recommendations 

In memorandum after memorandum , she made 10 separate recommendations for 
criminal investigations into James B. McDougal , the Clintons' former business 
partner in a real estate venture, the Nhitewater Development Company, and Mr. 

McDougal 's associates. She described her mounting dismay as the criminal 
referrals from the R.T.C.'s offices on Main Street in Kansas City disappeared at 
the Justice Department in Washington. 

Last Jan. 6, she wrote a memorandum to herself after a conversation with a 
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reporter: "It's beginning to sound like somebody or multiple 'somebodies' are 
trying to carefully control the outcome of any investigation surrounding the 
R.T.C. referrals, and that the beginnings of a cover-up may have already started 
months ago . " 

Ms. Lewis, who was ill with bronchitis last week, and is under orders from 
her superiors not to speak to the press, declined today through an agency 
spokeswoman to respond to questions. But she met earlier this month with Robert 
B. Fiske Jr., the special counsel investigating the Whitewater affair, and her 
colleagues in Kansas City are pursuing their own investigation of whether any of 
Madison Guaranty's vanished assets benefited the Clintons politically or 
financially. 

Prompted by News Report 

Ms. Lewis contends that Mr. McDougal's savings and loan allowed Whitewater, 
the land development company he and his wife owned with the Clintons, to cash 
large checks with insufficient funds in the 1980's, and that this created a loss 
of at least $70,000 for the S.& L. She came to believe that the Clintons must 
have known that Mr. McDougal was using Madison's money to shore up their share 
of the Whitewater project, which ultimately failed. 

Nothing in Ms. Lewis's work implicates the Clintons in any crime. Her 
memorandums instead describe actions and inactions by Federal officials in the 
Clinton and Bush Administrations that sought to sever the financial links she 
saw between Madison Guaranty, Whitewater and the Clintons. 

Ms. Lewis was one of five investigators responsible for uncovering any crimes 
in the failures of 189 savings and loans in a 21-state region from the Pacific 
Northwest to the Appalachians'. 

She began to focus on Arkansas after the initial news report in March 1992 of 
the Clintons' involvement in the Whitewater land venture. Though Mr. McDougal 
was acquitted of Federal bank fraud charges in 1990, Ms. Lewis was assigned to a 
follow-up Investigation of Madison in the summer of 1992. 

Her memorandums say she quickly learned that a Little Rock lawyer who had 
worked at Madison had "fabricated" two years of records for a subsidiary of 
Madison. She suspected this was done to create the appearance of legitimate 
financial transactions, when, in fact, those transactions had drained the assets 
of Madison. The savings and loan collapsed in 1989 at a cost of taxpayers of $47 
million to $60 million. 

Her suspicions led her to a Little Rock warehouse , where the records of Mr. 
McDougal's defunct savings and loan were strewn about haphazardly. Piecing 
together the Madison files, she concluded in August 1992 that there had been "a 
$1.5 million check-kiting scheme between the McDougal and/or McDougal business 
partner-controlled entities, including Whitewater," her memorandums said. 

She and her colleagues sent a criminal referral --a recommendation to begin 
a criminal investigation --to the F.B.I. and the united States Attorney in 
Little Rock on Sept. 2, 1992, as Mr. Clinton's campaign to defeat President 
George Bush was in full swing. 
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Nothing happened. Eight months later, in May of 1993, Ms. Lewis sought to 
find out why. 

She spoke with a Federal prosecutor in Little Rock, Bob Roddey. According to 
a memo she wrote about the conversation, he told her that the United States 
Attorney in Little Rock, Charles A. Banks, a Republican appointee, had deemed 
the case "politically hot." Deciding the previous September that an 
investigation involving Mr. Clinton would be perceived as a political dirty 
trick, he had forwarded the case to the Justice Department in Washington. 

The political heat was generated in part by Ms. Lewis's finding that the 
Whitewater development drained tens of thousands of dollars from Madison and 
thus may have contributed to its collapse. In addition, a Resolution Trust 
Corporation official in Kansas City said, the investigators came to suspect that 
Madison money might have been improperly donated to Mr. Clinton's 1984 campaign 
for Governor of Arkansas. 

Political Factors Suspected 

The Clintons and Mr. McDougal have denied any wrongdoing in connection with 
Whitewater . 

Throughout the summer of 1993, Ms. Lewis called Washington, trying to track 
what had become of the case. Her memos reflect her growing belief that 
"political ramifications" were undermining it. 

The request quietly died at the Justice Department early that year, as 
officials decided that there were not grounds for a criminal investigation, 
according to R.T.C. memorandums. But in a lapse that has not been explained, the 
Kansas City office was not notified. 

Meanwhile, three more criminal investigators from the R.T.C. joined Ms. Lewis 
in reviewing the loans, checks and land records of Madison and its subsidiaries. 
On Oct. 8, 1993, they sent nine new criminal referrals on the case to the F.B.I. 
and the Uhited States Attorney in Little Rock, Paula Casey, newly appointed by 
the Clinton Administration. 

On Nov. 1, Ms. Casey wrote to Ms. Lewis, saying both she and the Justice 
Department had decided that the original criminal referral had "insufficient 
information ... to warrant the initiation of a criminal investigation." 

Within days, Ms. Lewis was removed as the lead R.T.C. investigator in the 
case. In a memorandum to to her colleagues, she wrote, "The Powers That Be have 
decided that I'm better off out of the line of fire (and I ain't arguing) .” 

An Official Is Critical 

R.T.C. officials in Kansas City declined to formally respond to questions 
about Ms. Lewis's investigation or the Whitewater case this week. 

But some officials have been criticial of her work and her charges. One is 
April Breslaw, a career lawyer with the Federal Deposit Insurance Corporation in 
Washington, the Government agency with overall responsibility for banks and 
failed savings and loans. 
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In a memorandum also made public by Mr. Leach, based on a cape recording she 
made, Ms. Lewis charged chat Ms. Breslaw sought in a meeting in Kansas City on 
Feb. 2 to persuade investigators to tone down their Whitewater charges. 

In an interview on Thursday, Ms. Breslaw denied that assertion, and 
criticized the quality of Ms. Lewis's investigation. She said Ms. Lewis was 
exaggerating the situation to try to minimize her own shortcomings as an 
investigator. And senior Justice Department officials remain unconvinced that 
Ms. Lewis and her colleagues made a convincing case for prosecution in their 
initial set of referrals. 

Now that Mr. Fiske has taken over the Whitewater investigation, Ms. Lewis is 
keeping her own counsel, her memos show. On Feb. 7, a Federal prosecutor in 
Little Rock called her and started an informal chat about the Madison case. She 
told him that "I'd formed my own conclusions on that point, and that's where 
they would stay --ray own." 


LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 27, 1994 


LEXIS'- NEXIS’fS LEXIS-NEXIS® LEXIS- NEXIS® 

Services of Mead Data Central. Inc. 


14T9T 



2375 


Page 30 


LEVEL 1 - 10 OF 73 ITEMS 

Copyright 1994 The Washington Post 
The Washington Post 

March 27, 1994, Sunday, Final Edition 
SECTION: FIRST SECTION; PAGE A8 
LENGTH: 808 words 

HEADLINE: Whitewater Investigator Is Studying Treasury Department Official's 
Diary; 

Notes of Conversations on Madison Guaranty Probe Are Included 
SERIES: Occasional 

BYLINE: Ann Devroy, Washington Post Staff Writer 
BODY 

Special counsel Robert B. Fiske Jr. is examining the diary of the Treasury 
Department's chief of staff that contains notes of conversations among Treasury 
and White House officials on the investigation of Madison Guaranty Savings & 
Loan, the failed Arkansas thrift at the center of the Whitewater controversy. 

Sources familiar with the investigation said the diary was kept by Joshua 
Steiner, chief of staff to Treasury Secretary Lloyd Bent sen, and was turned over 
to Fiske under the subpoena issued to White House and Treasury officials two 
weeks ago. 

According to a source, Steiner's diary provided the first information to 
Fiske on the conversation last month in which senior White House adviser George 
Stephanopoulos expressed alarm about the appointment of former Republican 
federal prosecutor Jay B. Stephens to handle possible civil suits growing out of 
the Resolution Trust Corp.'s probe of Madison's failure. One area of the RTC 
civil investigation concerns the potential liability of the Rose Law Firm, 
including former partner Hillary Rodham Clinton, for its representation of 
Madison. 

Stephanopoulos and white House deputy chief of staff Harold Ickes also had 
called Deputy Treasury Secretary Roger C. Altman, who is serving as acting head 
of the RTC, to complain that the hiring of Stephens was an "outrageous choice, ” 
sources have said. 

Stephanopoulos yesterday defended his conversation with Steiner in an 
interview with CNN, released in transcript form by the White House. He said he 
"asked Josh Steiner how Jay Stephens, a political opponent of the president, had 
come to be retained by the RTC. I was very puzzled by this decision and I blew 
off steam because I thought it was unfair. Jay Stephens was an outspoken 
political opponent of the president... . Do I wish now that Z hadn't gotten 
angry, that I hadn't blown off steam? Of course I do. . . . But I was just trying 
to get information. " 

He said he did not recall raising the Stephens issue with Altman. 
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Neither Steiner nor his attorney responded to messages left with them Friday 
and yesterday. 

White House counsel Lloyd Cutler yesterday warned against exaggerating the 
significance of the conversations, reported Saturday in The Washington Post, and 
defended Ickes and Stephanopouloa . In a statement released to reporters 
traveling with the president in Dallas, Cutler said: "It was perfectly natural 
that White House officials would be surprised” by the appointment of Stephens. 
Cutler, the Associated Press reported, said he did not know all the facts 
because Fiske has asked the White House not to interview the witnesses while 
Fiske is conducting his investigation. 

"What I do know is that Hr. Stephens was an outspoken political opponent of 
the president and it was perfectly natural that white House officials would be 
surprised by his appointment to look into the Madison Guaranty matter,” he 
said. He added that it "would have been better had these conversations not 
occurred” and that "I am confident that such conversations will not be repeated. 

"At the same time, these conversations should not be blown out of 
proportion,” he said. 

Stephens severely criticized the Clinton administration after he was fired as 
U.S. attorney for the District in March 1993. The White House apparently dropped 
the subject of reversing the hiring of Stephens after being told by Altman and 
Steiner that there was nothing to be done about it. 

The source familiar with the Fiske probe said yesterday that the diary also 
sheds new light on discussions within the administration about Altman's decision 
to recuse himself from matters relating to the RTC's investigation of Madison. 
Altman, as acting head of the RTC, withdrew from participation in any 
Madison -related decisions after revealing to a Senate committee that he had 
briefed senior White House officials on the case. 

Ickes and Stephanopouloa were furious that Altman had announced his recusal 
without telling White House officials, prompting their Feb. 25 call to him. 

Steiner, in conversations with Fiske investigators, has said that a third 
white House official, staff secretary John Podesta, raised the subject of 
Altman's recusal with him. His diary, sources said, mentions the conversation 
with Podesta. 

"I've said in the past it would be inappropriate to characterize the 
testimony of White House staff prior to their grand jury testimony, ” Podesta 
said last night. ”1 don't feel it would be appropriate to take a different 
position with respect to my own testimony than I have taken with respect to my 
colleagues . ” 

Podesta was subpoenaed on Friday to appear before the grand jury this 
Thursday. The subpoenas of Stephanopoulos on March 17 and Podesta on March 25 
suggest that Fiske may be using the Steiner diary as a guidebook in probing the 
contacts between the White House and Treasury. 
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THE AIM OF President Clinton's prime-time televised news conference and the 
release of his old tax returns was to demonstrate openness and willingness to 
cooperate with all Whitewater- related investigations . He certainly did himself 
some good. During the press conference, which was dominated by Whitewater 
questions, Mr. Clinton sounded confident and was unf lalappable . People, 
impressed by what he said and how he said it, were asking why he had not spoken 
thus before, instead of responding this way only after weeks of extensive news 
coverage, the subpoenaing of 11 administration aides, the forced departure of a 
White House counsel, angry words in Congress over Whitewater hearings and a 
sharp drop in the polls. 

The new information plus the release of the Clintons' tax returns for 1977-79 
did address some of the questions that had been raised about their business 
dealings in Arkansas and the it subsequent handling of the controversy concerning 
those dealings. The president said that the couple's claim during the 
presidential campaign that they had lost $ 68,900 on their Whitewater investment 
was wrong. The actual loss turns out to be more like $ 46,000, which represents 
the accumulated interest paid on their half -share of the $ 203,000 loan they 
took out with James and Susan McDougal to buy the Whitewater property. The 
president's explanation was that he had overestimated the loss by $ 22,245 
because that amount was mistakenly applied to the Whitewater account when it 
actually represented a loan and interest payments he took out to help buy his 
mother a house, which he had only recently recalled. Be all that as it may, 
legally, the switch may not matter since the Clintons never claimed a tax loss 
on the investment anyway. 

Mr. Clinton's press conference did not, of course, dispose of all the issues 
that have been raised in this complex affair. One that is still under 
investigation is whether, as has been alleged but certainly not proven, the 
Clintons' Whitewater venture skimmed federally insured deposits from the failed 
Madison Guaranty Savings & Loan and David Hale's ill-fated Capital Management 
Services, which was licensed and financially backed by the Small Business 
Administration. L. Jean Lewis, the Resolution Trust Corp.'s senior investigator 
on Madison, asserts that "Whitewater did cause a loss to Madison, " which 
ultimately benefited James McDougal and "his business partners,” the Clintons. 

Noting that Whitewater was showing no cash flow while its mortgages and notes 
were being paid, Ms. Lewis asked hypothetically in a note, "if you [the 
Clintons] aren't putting money into the venture, and you also know the venture 
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isn't cash flowing, wouldn't you question the source of the funds being used for 
your benefit?" This too needs an answer. 

In addition, the way the week ended with reports of an attempt by a senior 
White House official to change the terms of a possible Resolution Trust Corp. 
civil prosecution added to the Washington part of the morass. There is still 
much under investigation concerning whether important White House staff members 
have behaved improperly in respect to the RTC investigation. And there are the 
charges made by Republican Rep. Jim Leach. The special counsel and probable 
congressional inquiries still have much to do to resolve the contradictory 
assertions that have been made and to ascertain the extent to which 
administration personnel may have trespassed into the business of the Resolution 
Trust Corp. 
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Two top White House officials challenged a government agency's hiring of a 
former Republican prosecutor to probe a failed Arkansas savings and loan now at 
the center of the Whitewater investigation, according to government sources. 

Senior White House officials George Stephanopoulos and Harold Ickes placed a 
conference call Feb. 25 to a ranking Treasury Department official to express 
outrage over the decision of the Resolution Trust Corp. to retain former GOP 
prosecutor Jay B. Stephens, RTC sources said. They spoke on condition of 
anonymity. 

Stephens, who sharply criticized the Clinton administration after being fired 
as U.S . attorney for the District of Columbia last March, was hired to handle 
possible civil suits growing out of the failure of Madison Guaranty Savings & 

Loan . 


Stephanopoulos, in an interview with CNN, said he was "just trying to get 
information" and that he had expressed anger at the hiring of Stephens. 

"Do I wish now that I hadn't have gotten angry, that I hadn’t blown off 
steam? Of course I do,” he said. "I wish I hadn't gotten angry." 

He said he would not resign. White House spokesman Jeff Eller said the 
president and Chief of Staff Mack McLarty both had confidence in Stephanopoulos. 

Eller described Clinton's reaction to the latest reports of contacts between 
the White House and federal regulators as "matter of fact . " 

Clinton administration aides have long regarded Stephens as a zealous 
political opponent of President Clinton and the two officials are said to have 
described his appointment in the Whitewater affair as "an outrageous choice." 

The Washington Post and Time Magazine reported that Stephanopoulos and Ickes 
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asked Deputy Treasury Secretary Roger Altman, the acting head of the RTC, "Can 
anything be done about it? Is it final?" 

Time also said it learned that special counsel Robert Fiske has asked a grand 
jury in Washington to explore the question of whether the two officials used 
their influence to try to have Stephens fired. 

The magazine quoted an unidentified administration official as speculating 
that the grand jury investigation could lead to one or more indictments for 
obstruction of justice. 

It quoted Stephanopoulos as saying he merely asked Altman how Stephens came 
to be hired, adding that he "blew off steam over the unfairness of that 
decision. " 

Stephanopoulos did not return a message left on his answering machine 
Saturday. 

Stephens was one of 93 Republican U.S. attorneys, all hired by former 
President Bush, who were fired by Clinton in February 1993. Stephens maintained 
the action was aimed at undercutting an investigation he was conducting. 

Time reported that Joshua Steiner, the Treasury Department chief of staff, 
will be questioned by the grand jury this week about his own notes, contained in 
a personal diary, of a phone call with Stephanopoulos similar to the one Altman 
received. 

But sources at the Treasury Department, speaking on condition of anonymity, 
told The Associated Press that Steiner kept no such notes on that phone call. 

Stephanopoulos, speaking to CNN of his conversation with Steiner, said, "I 
was very puzzled by this decision (to hire Stephens) and I blew off steam 
because I thought it was unfair. ... But once I got the facts from Josh about 
the retention, that ended the matter as far as I was concerned." 

He said his only recollection of the conversation with Altman was that he 
asked him "to explain his decision to recuse himself from all of the matters, 
and I suggested that as a courtesy to the president he write a note explaining 
the decision." 

white House Counsel Lloyd Cutler issued a statement saying he did not know 
all the facts because Fiske had asked White House officials not to interview the 
participants in the phone conversation. 

"What I do know is that Nr. Stephens was an outspoken political opponent of 
the president and it was perfectly natural that White House officials would be 
surprised by his appointment to look into the Madison Guaranty matter," Cutler 
said in a statement delivered to reporters. 

"As with other discussions with Treasury officials, it certainly would have 
been better had these conversations not occurred . " 

Cutler said he is confident such conversations won't be repeated because of 
recent orders directing White House officials to maintain a "firewall" between 
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themselves end the Whitewater probe. 

"At the same time, these conversations should not be blown out of 
proportion, " Cutler said. "No one has suggested that any action was taken to 
remove Mr. Stephens. And of course he is still conducting the RTC's civil 
inquiry at this time." 

Senate GOP leader Bob Dole said Saturday that news of the phone call 
"underscores the need for congressional hearings into the Whitewater-Madison 
affair and this administration's handling of it." 

As U.S. attorney, Stephens won the conviction of former Washington Mayor 
Marion Barry on drug charges. He also served as a deputy White House counsel 
under President Reagan. 

The now- failed Madison thrift was owned by James McDougal, a former business 
partner of President and Mrs. Clinton. Piske is investigating whether funds from 
the thrift were diverted to Whitewater Development Corp., a real estate venture 
owned by the Clintons, McDougal and McDougal 1 s then-wife. 

Another avenue of investigation is whether SAL money was improperly used to 
help retire Clinton's 1984 gubernatorial campaign debt. 
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Top White House officials questioned a government agency's hiring of a fired 
Republican prosecutor to handle possible civil claims arising from the failure 
of an Arkansas S6L at the center of the Whitewater probe, regulators said. 

Sources at the Resolution Trust Corp. said senior White House officials 
George Stephanopoulos and Harold Ickes contacted deputy Treasury Secretary Roger 
Altman, the acting RTC chief,, after discovering the independent regulatory 
agency had hired Jay B. Stephens. 

Stephens, who sharply criticized the Clinton administration after being fired 
as U.S. attorney for the District of Columbia last March, was hired to handle 
possible civil suits growing out of the failure of Madison Guaranty Savings & 
Loan. 


Senior White House officials raised the issue of Stephens's hiring in two 
conversations with treasury officials on Feb. 25, just after discovering 
Stephens had been retained, said the sources, who spoke on condition of 
anonymity. 

The Washington Post first reported the discussions in today's editions. 

The Post reported that Stephens was discussed in a conference call among 
Stephanopoulos, a top adviser to Clinton, deputy White House counsel Harold 
Ickes and Altman. 

During the call, Ickes and Stephanopoulos raised the subject of Stephens, 
asserting his hiring was an "outrageous choice," and asked, "Can anything be 
done about it? Is it final?" the Post reported, citing unidentified sources 
familiar with the conversation. The sources told the Post they were uncertain 
whether it was Stephanopoulos or Ickes who raised the subject. 
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White House Chief of Staff Mack McLarty issued a statement Friday night to 
the press traveling with President Clinton in Dallas. 

"Both Mr. Stephanopoulos and Mr. Zckes have told the Washington Post that 
they have no recollection of asking anyone to change the RTC's decision to 
retain Mr. Stephens and his law firm as the Post is reporting, " the statement 
said. "There is no suggestion that any action was taken. Mr. Stephens is 
continuing to conduct his inquiry from the RTC. " 

White House spokesman Jeff Eller, traveling with Clinton, said the phone 
contact was neither "unexpected" nor "inappropriate." "No action was taken," he 
added . 

Two RTC sources said they learned of the call to Altman earlier this month, 
and one said news of the contact "rumbled through the upper levels of the 
agency, and has only served to heighten the tensions that surround this case." 

Another source said the agency had briefly considered removing Stephens from 
the politically sensitive investigation after learning of the call, but decided 
against it. 

That source, who confirmed that agency officials had learned of the telephone 
call, said they felt more comfortable not removing Stephens once they learned 
that the matter had been resolved by Altman. 

"That would have been bowing to pressure, and there is significant concern 
within the RTC that the agency has not pursued this matter aggressively, " said 
the source, who spoke on condition of anonymity. 

The Post also reported that Stephanopoulos had discussed Stephens with 
Treasury chief of staff Joshua Steiner. 

Stephanopoulos told the Post on Friday that he did not "remember exactly what 
was said" during his conversation with Steiner but that he "asked how Jay 
Stephens came to be retained by the RTC. I was puzzled and blew off steam over 
the unfairness of that decision. . . . Once I got the facts from Josh, that ended 
the matter as far as I was concerned." 


Stephens was hired earlier this year by the law firm of Pilsbury, Madison & 
Sutro, a firm that has already handled politically charged cases for the RTC, 
including the current investigation of the failure of an Arizona thrift with 
ties to Gov. Fyfe Symington. 

RTC records obtained by The Associated Press confirm that Stephens is listed 
as a Pilsbury, Madison attorney working for the agency. However, the records do 
not provide a case-by-case breakdown. 

Stephens, perhaps best remembered for putting former Washington Mayor Marion 
Barry behind bars on drug charges, also served as a deputy White House counsel 
under President Reagan. 


Madison was owned by James McDougal, a former business partner of President 
and Mrs. Clinton. A special prosecutor is investigating whether funds from the 
thrift were diverted to Whitewater Development Corp., a real estate venture 
owned by the Clintons, McDougal and his wife, or whether S&L money was 
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improperly used to help retire Clinton's 1984 gubernatorial campaign debt. 
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*77-79 records show Whitewater losses 
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WASHINGTON -- President Clinton rounded out the tax picture of 
his Whitewater investments Friday by releasing tax returns for the 
years 1977-79 that support his contention that he lost money on the 
investment . 

The returns also showed that Clinton and his wife, Hillary, 
had some markedly more successful ventures, commodities investments 
that substantially boosted their income in 1978 and 1979. 

The Clintons previously had disclosed a decade's worth of tax 
returns, and added the documents back to 1977 to encooqpass the 
start of Clinton's career in public office. 

Investigators are probing whether the Whitewater real estate 
development venture played a role in the collapse of Madison 
Guaranty Savings and Loan, whose deposits were federally Insured. 

Republican Rep. Jim Leach of Iowa claimed Thursday that the 
Clintons had profited from their Whitewater investment. 

Reporters were briefed on the details of the Clintons' tax 
returns by a source familiar with the documents. 

Taken together, all the returns listed Whitewater interest 
payments, capital contribution, and realty tax payments totaling 
$ 46,635.75 from 1978 through 1990, which the source said was the 
Clintons' ’"•pre-tax loss'' on Whitewater investments. 

Factoring in tax deductions and a small gain the Clintons 
made on sale of a demonstration house on Whitewater land could 
reduce that to approximately $ 44,000, the source said. 

The newly released returns for 1978 and 1979 showed $ 22,000, 
or about half of the losses, coming in those two years. 


LEXIS'- NEXIS'® LEXIS- NEXIS® LEXIS'- NEXIS'® 


Services of Mead Data Central. Inc. 


14809 



2387 


The Houston Chronicle, March 26, 1994 


Page 42 


However, no documentation, such as canceled checks or 
creditor statements, was included with the returns to verify the 
specific source of the losses . 

Whitewater Development Corp. began in 1978 with the Clintons 
investing with partners James and Susan McDougal . 

The land venture was like many in which investors figured to 
borrow money, sink it into real estate and make a quick profit that 
would more than cover the loan and interest, the White House 
briefer said. 

""But alas, you had high interest, you had a recession and 
you had marketing problems, 1 ' and the venture lost money, he said. 

Clinton said in his news conference Thursday night that he 
previously had thought his Whitewater losses totaled nearly 
$ 69,000, but that he had forgotten that he had taken out a loan of 
$ 20,000 to help his mother buy property and a cabin. 

The president said that amount mistakenly was lumped with the 
Whitewater expenses, and when the loan and interest payments on it 
are deducted, the pretax loss comes to the $ 46,635 listed in the 
tax returns. 

In 1977, the Clintons had an adjusted gross income of $ 41,731 
and paid 19.6 percent of that, or $ 8,194 in federal taxes; in 1978, 
on income of $ 85,214, they paid 26.55 percent or $ 22,627 in taxes; 
and in 1979 on income of $ 158,495, they paid 37.47 percent or 
$ 59,388 in taxes. 

Commodities investments that brought them a $ 26,541 capital 
gain in 1978 had grown to a $ 72,436 gain in 1979. The 1979 gain 
nearly matched their combined income from wages and salaries. 

The release of the tax returns came as the grand jury 
investigating Whitewater subpoenaed another White House official, 
staff secretary John Podesta. 

He was the llth administration official subpoenaed to 
testify before the grand jury investigating the Whitewater matter 
and whether the administration pressured regulators to halt 
investigations of Madison Guaranty. 

While others in his administration dealt with Whitewater, 
the president made a quick trip to Pope Air Force Base in North 
Carolina, the site of a midair collision this week that resulted in 
22 deaths . 

Clinton visited with several soldiers hospitalized because of 
burns suffered when debris from the collision set ablaze a 
transport plane on the ground. 

After returning to Washington, Clinton headed to Dallas, where 
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he will serve as best man at his brother Roger's wedding today. 
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WASHINGTON -- President Clinton rounded out the tax picture of 
his Whitewater investments Friday by releasing tax returns for the 
years 1977-79 that support his contention that he lost money on the 
investment . 

The returns also showed that Clinton and his wife, Hillary, 
had some markedly more successful ventures, commodities investments 
that substantially boosted their income in 1978 and 1979. 

The Clintons previously had disclosed a decade's worth of tax 
returns, and added the documents back to 1977 to encompass the 
start of Clinton's career in public office. 

Investigators are probing whether the Whitewater real estate 
development venture played a role in the collapse of Madison 
Guaranty Savings and Loan, whose deposits were federally insured. 

Republican Rep. Jim Leach of Iowa claimed Thursday that the 
Clintons had profited from their Whitewater investment. 

Reporters were briefed on the details of the Clintons' tax 
returns by a source familiar with the documents. 

Taken together, all the returns listed Whitewater interest 
payments, capital contribution, and realty tax payments totaling 
$ 46,635.75 from 1978 through 1990, which the source said was the 
Clintons' ""pre-tax loss'' on Whitewater investments. 

Factoring in tax deductions and a small gain the Clintons 
made on sale of a demonstration house on Whitewater land could 
reduce that to approximately $ 44,000, the source said. 

The newly released returns for 1978 and 1979 showed $ 22,000, 
or about half of the losses, coming in those two years. 
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However, no documentation, such as canceled checks or 
creditor statements, was included with the returns to verify the 
specific source of the losses. 

Whitewater Development Corp. began in 1978 with the Clintons 
investing with partners James and Susan McDougal. 

The land venture was like many in which investors figured to 
borrow money, sink it into real estate and make a quick profit that 
would more than cover the loan and interest, the white House 
briefer said. 

""But alas, you had high interest, you had a recession and 
you had marketing problems, • ' and the venture lost money, he said. 

Clinton said in his news conference Thursday night that he 
previously had thought his Whitewater losses totaled nearly 
$ 69,000, but that he had forgotten that he had taken out a loan of 
$ 20,000 to help his mother buy property and a cabin. 

The president said that amount mistakenly was lumped with the 
Whitewater expenses, and when the loan and interest payments on it 
are deducted, the pretax loss comes to the $ 46,635 listed in the 
tax returns. 

In 1977, the Clintons had an adjusted gross income of $ 41,731 
and paid 19.6 percent of that, or $ 8,194 in federal taxes; in 1978, 
on income of $ 85,214, they paid 26.55 percent or $ 22,627 in taxes; 
and in 1979 on income of $ 158,495, they paid 37.47 percent or 
$ 59,388 in taxes. 

Commodities investments that brought them a $ 26,541 capital 
gain in 1978 had grown to a $ 72,436 gain in 1979. The 1979 gain 
nearly matched their combined income from wages and salaries. 

The release of the tax returns came as the grand jury 
investigating Whitewater subpoenaed another White House official, 
staff secretary John Podesta. 

He was the 11th administration official subpoenaed to 
testify before the grand jury investigating the Whitewater matter 
and whether the administration pressured regulators to halt 
investigations of Madison Guaranty. 

While others in his administration dealt with Whitewater, the 
president made a quick trip to Pope Air Force Base in North 
Carolina, the site of a midair collision this week that resulted in 
23 deaths. 

After returning to Washington, Clinton headed to Dallas, where 
he will serve as best man at his brother Roger's wedding today. 
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WASHINGTON -- A senior White House official inquired last 
month about removing a prominent Republican hired by the Resolution 
Trust Corp. to investigate claims arising from the failure of 
Madison Guaranty Savings a Loan, said sources familiar with the 
discussions . 

The sources said White House officials George Stephanopoulos 
and Harold I ekes were alarmed and outraged when they discovered 
that the RTC, an independent regulatory agency, had hired Jay B. 
Stephens to handle possible Madison civil suits. 

Stephens is a Republican who served in the Reagan and Bush 
administrations. He accused the administration of interfering in 
his probe of Rep. Dan Rostenkowski , D-Ill., when Attorney General 
Janet Reno fired all Bush administration U.S. attorneys last year, 

and had waighad running for tha U.S. Sanafca from Virginia. 

Stephens is now a partner in a law firm that has done 
extensive work for the RTC. 

The White House apparently dropped the subject of reversing 
the hiring of Stephens after being told by Deputy Treasury 
Secretary Roger C. Altman and Treasury chief of staff Joshua 
Steiner that there was nothing to be done about it. 

But the effort to find out whether Stephens could be replaced 
represents the first time the White House has been shown to have 
actively attempted to affect the handling of the investigation. One 
area of the RTC civil investigation concerns the Rose Law Firm, 
including former partner Hillary Rodham Clinton. 

Senior White House officials raised the issue of Stephens' 
hiring in two conversations with the Treasury officials on Feb. 25, 
just after discovering Stephens had been retained. 
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I ekes, Che deputy chief of staff, and Stephanopoulos , 

Clinton's senior adviser, called Altman, who was also serving as 
acting head of the RTC and had just announced he would recuse 
himself from the RTC's investigation of Madison. 

Ickes and Stephanopoulos were furious Altman had announced 
his recusal without telling the White House. The day before, Altman 
revealed to a Senate committee he had briefed White House officials 
Feb. 2 about the Madison case, and the White House had spent the 
day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the probe. 

In the course of che conference call with Altman, Ickes and 
Stephanopoulos also raised the subject of Stephens, asserting his 
hiring was an * "outrageous choice,'* and asking, ""Can anything be 
done about it? Is it final? ' • according to sources familiar with 
the conversation. The sources were uncertain if Stephanopoulos or 
Ickes raised the subject. 

Stephanopoulos also spoke with Steiner, a friend and chief of 
staff to Treasury Secretary Lloyd Bentsen. 

One source, describing Stephanopoulos as ""pretty fired up, 1 ' 
said the White House aide asked Steiner ""whether that (Stephens' 
hiring) was final, whether anything could be done about it. '* 
Steiner told him there was nothing he could do. 

Stephanopoulos said Friday he did not ""remember exactly what 
was said' * during his conversation with Steiner but that he ""asked 
how Jay Stephens came to be retained by the RTC. I was puzzled and 
blew off steam over the unfairness of that decision . . . Once I 
got the facts from Josh, that ended the matter as far as I was 
concerned. ' ' 

Stephanopoulos said he did not remember asking Steiner 

whether the decision could be reversed or discussing the issue with 

Altman. Ickes declined to comment. 
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WASHINGTON -- A senior White House official inquired last 
month about removing a prominent Republican hired by the Resolution 
Trust Corp. to investigate claims arising from the failure of 
Madison Guaranty Savings a Loan, said sources familiar with the 
discussions . 

The sources said White House officials George Stephanopoulos 
and Harold Ickes were alarmed and outraged when they discovered 
that the RTC, an independent regulatory agency, had hired Jay 
Stephens to handle possible Madison civil suits. 

Stephens, a Republican who served in the Reagan and Bush 
administrations, accused the Clinton administration of interfering 
in his probe of Rep. Dan Rostenkowski , D-Ill. , when Attorney 
General Janet Reno fired all Bush administration U.S. attorneys 
last year. Stephens is now a partner in a law firm that has done 
extensive work for the RTC. 

The White House apparently dropped the subject of reversing 
the hiring of Stephens after being told by Deputy Treasury 
Secretary Roger C. Altman and Treasury chief of staff Joshua 
Steiner that there was nothing to be done about it. 

But the effort to find out whether Stephens could be replaced 
represents the first time the White House has been shown to have 
actively attempted to affect the handling of the investigation. One 
area of the RTC civil investigation concerns the Rose Law Firm, 
including former partner Hillary Rodham Clinton. 

Senior White House officials raised the issue of Stephens' 
hiring in two conversations with the Treasury officials on Feb. 25, 
just after discovering Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulos, 

Clinton's senior adviser, called Altman, who was also serving as 
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acting head of the RTC and had just announced he would recuse 
himself from the RTC's investigation of Madison. 

Icices and Stephanopoulos were furious Altman had announced 
his recusal without telling the White House. The day before, Altman 
revealed to a Senate committee he had briefed White House officials 
Feb. 2 about the Madison case, and the White House had spent the 
day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the probe. 

In the course of the conference call with Altman, Ickes and 
Stephanopoulos also raised the subject of Stephens, asserting his 
hiring was an " "outrageous choice, ' ' and asking, ""Can anything be 
done about it? Is it final? ' ' according to sources familiar with 
the conversation. The sources were uncertain if Stephanopoulos or 
Ickes raised the subject. 

Stephanopoulos also spoke with Steiner, a friend and chief of 
staff to Treasury Secretary Lloyd Bentsen. 

One source, describing Stephanopoulos as ""pretty fired up,'' 
said the White House aide asked Steiner ""whether that (Stephens' 
hiring) was final, whether anything could be done about it. '' 

Steiner told him there was nothing he could do. 

Stephanopoulos said Friday he ""asked how Jay Stephens came 
to be retained by the RTC. I was puzzled and blew off steam over 
the unfairness of that decision . . . Once I got the facts from 
Josh, that ended the matter as far as I was concerned. ' ' 

White House Chief of Staff* Mack McLarty said: ""Both Mr. 

Stephanopoulos and Mr. Ickes have told The Washington Post that 
they have no recollection of asking anyone to change the RTC's 
decision to retain Mr. Stephens and his law firm, as the Post is 
reporting. There is no suggestion that any action was taken. Mr. 

Stephens is continuing to conduct his inquiry for the RTC. ' ' 
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HEADLINE: CLINTONS • TAX RETURNS SHOW BIG LOSSES. GAINS; 

PRESIDENCY: WHITE HOUSE RELEASES 1977-79 RECORDS IN RESPONSE TO QUESTIONS ABOUT 
WHITEWATER DEAL. 


BYLINE: By JOHN M. BRODER, TIMES STAFF WRITER 


DATELINE: WASHINGTON 


BODY 

The White House, in response to continuing questions about the personal 
finances of President Clinton and First Lady Hillary Rodham Clinton, on Friday 
released their tax returns for 1977-79, the President's early years in public 
life in Arkansas. 

The documents paint a fascinating picture of a young, relatively low-paid 
couple dabbling in highly speculative commodity and real estate ventures that in 
one case paid spectacular returns and in another -- the ill-fated Whitewater 
deal -- resulted in sizable financial losses and incalculable political costs. 

The tax returns also reveal that the Clintons were involved in an earlier 
real estate investment with their Whitewater partner, James B. McDougal, that 
made them a modest $2,150 profit and emboldened them to try their luck in the 
much larger Whitewater project. 

The tax returns were made public by the Clintons' private attorney, David 
Kendall of the Washington law firm Williams & Connolly. Kendall, in a briefing 
for reporters at the White House, also provided additional documentation on the 
Clintons' losses in the Whitewater deal. 


Kendall said the Clintons were releasing the 1977-79 tax returns "in a spirit 
of full cooperation and openness,’ 1 noting that the First Family has now made 
public 16 years of tax filings. 

Kendall said all the material had been provided to special counsel Robert B. 
Fiske Jr., who is investigating Whitewater Development Corp. and related matters 
involving the Clintons' years in Arkansas and the Administration's handling of 
the aftermath of the collapse of Madison Guaranty Savings fc Loan, a Little 
Rock, Ark., thrift owned by McDougal. 

The news came as the grand jury investigating the Whitewater matter issued a 
subpoena to another senior White House aide. The white House issued a brief 
statement saying that staff secretary John Podesta had been summoned to testify 
about his knowledge of contacts between the White House and the Treasury 
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Department in relation to the investigation of Madison Guaranty. 

The Clintons 1 tax returns for the years 1977-79 show a remarkable growth in 
income for the couple, from $41,731 in 1977 to $85,214 in 1978 and $158,495 in 
1979. 

Salary increases account for little of the growth. In 1977, Clinton's first 
year as Arkansas attorney general, he was paid $25,378.77 while his wife, who 
then used her maiden name, Hillary Rodham, was paid $14,800 as a first-year 
associate at the Little Rock law firm Rose, Nash, Williamson, Carroll, Clay fc 
Giroir -- now known simply as the Rose Law Firm. 

She started at the firm in March that year and was paid for only 10 months. 

The low salary also is an indication of the low wages paid lawyers in small 
towns. At the time, associates at law firms in New York or Los Angeles made at 
least twice as much. 

That year, the Clintons reported virtually no additional outside or 
investment income. 

In 1978, their combined salaries grew to about $51,000, but they also 
reported income from two investments - - a land deal with McDougal known as 
Rolling Hill Manor, for which they claimed a capital gain of $2,150, and profits 
of $26,541 from commodity trading. 

That year also marked the establishment of Whitewater Development, a 50-50 
partnership with McDougal and his then-wife, Susan, to buy 230 acres of land 
along the White River in northern Arkansas. The two couples borrowed $203,000 to 
buy the property and the Clintons claimed an interest deduction of $10,131 for 
payments made on the loans in 1978. 

Hillary Clinton began trading in commodities in October, 1978, at the urging 
of the Clintons' close friend, Arkansas lawyer James B. Blair, now the general 
counsel of Tyson Foods Inc., the nation's largest poultry producer. 

Her investment in the high-risk cattle futures market is surprising, given 
that the Clintons had relatively low incomes and very few assets. White House 
aides would not say how much of her own money Hillary Clinton put at risk or how 
much of the trading was done on credit. 

In 1979, Clinton took office as governor and earned a salary of $33,519.14, 
while Hillary Clinton became a partner at the Rose Law Firm and saw her income 
rise to $38,615.60. But her luck in the futures market continued and she 
reported profits of $72,996 before bailing out of commodities in October of that 
year. 

The Clintons that year continued to pour money into the Whitewater project 
without reporting any income from the land deal, the returns show. They paid 
$11,990.02 in interest charges on the venture, as well as making a $500 capital 
contribution, about which officials could not provide any detail. 

After they got out of the commodities market, the Clintons' income fell 
substantially. Previously released tax returns show that their adjusted gross 
income for 1980 was $87,175, almost all of it from their salaries. By 1992, 
their income had grown to $280,000, most of it from Hillary Clinton's law firm 
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earnings and fees for serving on boards of directors. 

In addition to the new tax returns, the White House provided a new accounting 
of the Clintons' Whitewater investment. The Clintons now believe that they lost 
$46,635.75 on the land deal, rather than the $68,900 they had claimed for the 
last two years, Kendall said. 

President Clinton said Thursday that he had assumed erroneously that $22,000 
he borrowed to help his late mother buy a home in Hot Springs, Ark., actually 
had been borrowed for the Whitewater project. Clinton told a news conference 
Thursday night that he discovered the mistake when he ms proofreading his 
mother's autobiography, "Leading with My Heart," which refers to a loan that he 
took out to help pay for the house. 

Asked about the discrepancy Friday, Clinton said: "Keep in mind all this 
happened in the heat of the '92 campaign. Keep in mind, when I was first asked 
about this back in *92, just off the top of ray head, I said we lost money but I 
don't think it was a great deal." 

James M. Lyons, a Denver attorney and Clinton friend who prepared an earlier 
analysis of the Whitewater deal, has now revised his estimate of the Clintons' 
losses to reflect the new information. But he still stands by his estimate that 
McDougal, who was purportedly the Clintons' equal partner, lost $92,200 on the 
venture . 

In a letter released Thursday, Lyons also offered his opinion that the 
Clintons owe no additional taxes as a result of the revision of the Whitewater 
account because they were entitled to deduct the interest payments on the 
$22,000 loan for the President's mother even though the money wasn't borrowed 
for the Whitewater venture. But White House aides have said it is possible that 
additional tax liability may be discovered and that the Clintons are prepared to 
pay any back taxes. 

A source familiar with the Clintons' finances who briefed reporters Friday 
could not account for the difference in losses between the two partners and 
would not comment on whether the discrepancy represented a gift from McDougal to 
the Clintons. 

The tax returns show that the Clintons in 1978 paid $10,130.58 in interest to 
Great Southern Land Co., an entity that officials said was a McDougal company 
that used the money to make payments on Whitewater loans. 

GRAPHIC: Photo, (Southland Edition) The President talks to reporters at the 
White House prior to leaving for a tour of the site of a plane crash at Pope Air 
Force Base, N.C. Associated Press 
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HEADLINE: LE TT ER SHOWS OFFICIAL DOUBTS ON WHITEWATER PROSECUTION; 

PROBE: THEN-U.S. ATTORNEY WARNED FBI IN 1992 THAT CHARGES MIGHT NOT BE PROVABLE 
AND WOULD NOT BE FAIR IN LIGHT OF POLITICAL SITUATION. 

BYLINE: By RONALD J. OSTROW and WILLIAM C. REMPBL, TIMES STAFF WRITERS 

DATELINE: LITTLE ROCK, Ark. 

BODY 

As the 1992 presidential election approached, the U.S. attorney in Little 
Rock argued vehemently against bringing charges in the Whitewater controversy, 
contending that initiating prosecution at that time would constitute 
"prosecutorial misconduct," it was learned Friday. 

Then-U.S. Atty. Charles A. Banks, a Republican appointee, warned in a letter 
to the FBI that taking federal action then would be unfair because it could give 
a sense of legitimacy to allegations affecting a candidate that might not be 
provable. 

The unusual October, 1992, letter from Banks to Don Pettus, then the special 
agent in charge of the FBI's Little Rock office, sheds light on a little-known 
struggle within the federal bureaucracy on what to do about the Whitewater case 
. as Election Day approached. 

The episode provides the basis for a central dispute that rages today on the 
matter: Was it a case of financial and political abuse that was long stifled and 
stalled for political reasons? Or was it a tangled financial mess that, while 
requiring delicate handling and attention to fairness, was of marginal 
importance compared with other savings and loan prosecutions. 

Republican critics of the Clinton Administration have moved toward the former 
interpretation. They released documents Thursday from investigator R. Jean 
Lewis, who worked for the Resolution Trust Corp., conveying her frustration and 
suspicions about delays in the case. The RTC is the federal agency set up to 
oversee failed SfcLs 

Banks' letter, which he acknowledged writing but refused to discuss Friday, 
reflects the position held by some Justice Department officials who saw Lewis as 
overzealous and unfairly single-minded about a matter that could have had major 
electoral repercussions. 

A spokesman for Rep. Jim Leach of Iowa, the leading House Republican critic 
of the Administration on the Whitewater case, said Leach did not have a copy of 
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Banks' lattar. 

Leach, ralaaaing do cu m e n ta Thursday that shad new light on tha controversy, 
charged that the Arkansas real estate venture was ultimately used "to skim, 
directly or indirectly, federally insured deposits" from a Little Rock savings 
and loan. 

In the letter. Banks noted that he had met with tha PBZ on a "referral” for 
possible criminal prosecution in tha case involving Madison Guaranty Savings & 
Loan, which was owned by James B. MCDougal, a partner with then -Gov. Bill 
Clinton and Hillary Rodham Clinton in the Whitewater Development Corp. 

Banks said that even after a second review of the case, he still had doubts 
that it could be successfully prosecuted against any of the witnesses in the 
case. The Clintons, as investors in the Whitewater project, one of the McDougal 
enterprises that investigators believe was used to skim money from Madison 
Guaranty, were among the witnesses. 

The letter noted that Pettus had been ordered to conduct an immediate review 
of the case to determine if prosecution was warranted and to provide an answer 
later that week. He did not make clear who in the FBI was ordering Pettus to 
move quickly. 

FBI spokesman John Collingwood said Friday that he would have no comment. 
Banks, in declining to comment, said: "As (then-) U.S. attorney, I could not 
properly discuss reports and correspondence about cases, and I don't feel Z have 
been relieved of that restriction today. And now that there is a (special 
counsel) assigned to the case, it is even more inappropriate for me to comment.” 

But in his letter to Pettus, Banks made it clear that he resented the 
pressure for action, without revealing its source . He said neither he nor anyone 
in the U.S. attorney's office would take part in the inquiry before the Nov. 3 
election. 

The letter said that moving further on the case at that point -- presumably 
to a federal grand jury -- would lead to press inquiries and give legitimacy to 
charges that might not be provable. This would be inappropriate and would amount 
to prosecutorial misconduct, it said. 

Three months later. Banks tried to remove himself from the case, but the 
Justice Department found no grounds for "recusal” and supported his view that no 
criminal action should be taken. 

A second criminal referral eventually was made and the entire case is now 
being investigated by Whitewater special counsel Robert B. Fiske Jr. 

Ostrow reported from Washington and Rempel from Little Rock. 
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BYLINE: By ROTH MARCUS, THE WASHINGTON POST 
DATELINE: WASHINGTON 
BODY 

A senior White House official inquired last month about removing a prominent 
Republican hired by the Resolution Trust Corp. to investigate claims arising 
from the failure of Madison Guaranty Savings & Loan, according to sources 
familiar with the discussions. 

The sources said senior White House officials George Stephanopoulos and 
Harold M. Ickes were alarmed and outraged when they discovered in late February 
that the RTC, an independent regulatory agency, had hired Jay B. Stephens to 
handle possible civil suits growing out of the Madison Guaranty case. Stephens 
severely criticized the Clinton Administration after he was fired as U.S. 
attorney for the District of Columbia in March, 1993. 

The White House apparently dropped the subject of reversing the hiring of 
Stephens after being told by Deputy Treasury Secretary Roger Altman and Treasury 
Chief of Staff Joshua Steiner that there was nothing to be done. 

But the efforts to find out whether Stephens could be replaced represents the 
first time the white House has been shown to have actively attempted to affect 
the handling of the politically sensitive investigation. One area of the RTC 
civil investigation concerns the potential liability of the Rose Law Firm, 
including former partner Hillary Rodham Clinton, for its representation of 
Madison Guaranty. 

Senior White House officials raised the issue of Stephens' hiring in two 
conversations with the Treasury Department officials on Feb. 25, just after 
discovering Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulous , Clinton's senior 
adviser, called Altman, who was also serving as acting head of the RTC and had 
just announced he would recuse himself from the RTC* a investigation of Madison 
Guaranty. Stephanopoulous also spoke with Steiner. 

Stephanopoulos said Friday he did not "remember exactly what was said” during 
his conversation with Steiner but that he "asked how Jay Stephens came to be 
retained by the RTC. I was puzzled and blew off steam over the unfairness of 
that decision. . . . Once I got the facts from Josh, that ended the matter as 
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far aa Z was concerned. * 

stephanopoulos aaid ha did not remember asking Steinar whether the decision 
could be reversed or discussing the issue with Altman. Zckes declined to 
comment . 
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HEADLINE: Clinton tax returns clarify some issues Whitewater queries remain 

BYLINE: Richard Whittle, Washington Bureau of The Dallas Morning News 

I 

DATELINE: WASHINGTON 
BODY 

WASHINGTON - President Clinton released tax returns and other data Friday 
showing that almost all of the amount that he and his wife consider their loss 
in the Whitewater venture was tax- deductible interest on loans. 

Mr. Clinton's personal attorney, David Kendall, told reporters at a White 
House briefing that the president and first lady Hillary Rodham Clinton were 
releasing the documents in "a spirit of full cooperation and openness . ” 

The returns for the years 1977-79 supported the Clintons' descriptions of 
their role in the Whitewater investment and clarified some figures. But they 
failed to resolve critics' questions about the relationship between Whitewater 
and a savings and loan owned by James McDougal, one of the Clintons' partners in 
the real estate venture. 

At the briefing, a source familiar with the tax returns acknowledged that 
because the interest deductions reduced the Clintons' taxes, their overall 
losses actually were less than the $ 46,635 the president now figures the real 
estate deal cost them. 

A pre-tax loss' 

But the source - who spoke under ground rules set by the White House - said 
changes in tax rates and in the Clintons' income had made it impossible to 
calculate how the investment affected their net worth. 

"That's a pre-tax loss," the source said of the $ 46,635 figure. 

"They did,, however, deduct interest, so they got some tax benefit." 

The Clintons' deductions would have been limited to $ 3,000 per year if they 
had invested cash in the venture and been unable to recover it. 

But the source familiar with the returns confirmed that - as Mr. McDougal has 
said in several television interviews - the Clintons paid no cash for their 50 
percent share in the partnership when they launched the Whitewater venture in 
1978. 

LEXIS'- NEXIS® LEXIS'- NEXIS® LEXIS'- NEX IS® 

CaruirM «f Maori Data Control Inc 


TS3H6 



2404 


THE DALLAS MORNING NEWS, March 26, 1994 


Page 59 


The Clintons and Mr. McDougal and then-wife Susan co-signed $ 203,000 in 
loans from two banks to purchase 233 acres of land for vacation and retirement 
homes along Arkansas' White River. 

Whitewater Development Corp. was formally established a year later. 

Along with the tax returns, the White House released a summary of the 
"Clintons' Whitewater Payments" from 1978 to 1990, which showed that of the $ 

46,635 they spent on the venture, $ 41,385 was interest on loans. 

The additional $ 5,250 included a 1990 accountant's bill for $ 2,839, another 
$ 1,911 in real estate and franchise taxes paid in 1988-90, and a "capital 
contribution" of $ 500 paid in 1979. The summary said the Clintons deducted 
only $ 1,275 of those amounts from their taxes. 

Different figures 

Mr. Clinton's aides have said since 1992 that the Clintons lost $ 68,900 in 
Whitewater Development Corp. But the president said Thursday at a news 
conference he had discovered that a $ 20,744 loan included in that sum was 
actually used to buy his mother land for a cabin. 

The $ 68,900 figure was based on a report commissioned by the Clinton 
campaign in 1992 and compiled by Denver lawyer James Lyons. 

In a letter to Mr. Kendall released with the tax returns, Mr. Lyons said his 
report counted the $ 20,744 loan and $ 1,S00 in interest as Whitewater expenses 
in part based on "interviews and statements by the Clintons concerning the 
nature and purpose of this 10-year-old check." 

The size of the Clintons' Whitewater losses has been a key issue because of 
suspicions that money from Mr. McDougal 's Madison Guaranty Savings and Loan 
might have been used to help the Clintons financially or politically. Special 
counsel Robert B. Fiske Jr. is investigating those questions, among others. 

The president said at his news conference that he had "absolutely no 
knowledge" of any money from Madison being used to benefit either Whitewater or 
his Arkansas gubernatorial campaign treasury. 

Federal inquiry 

Rep. Jim Leach, R-Iowa, on Thursday released a memo written by an 
investigator for the Resolution Trust Corp., the federal SfcL cleanup agency, 
which related her "opinion and belief that Whitewater did, in fact, cause a loss 
to Madison because of the amount of unauthorized loans McDougal made ... to 
entities in which he was a primary party and beneficiary. " 

The investigator, L. Jean Lewis, also wrote that she had told one of her 
superiors from Washington that such loans "ultimately benefited his (Mr. 

McDougal *s) business partners - the same business partners that knew they had 
real estate ventures that were not cash flowing, but that also knew their 
mortgages and notes were being paid . " 

Madison Guaranty was under investigation because it failed in 1989 at a 
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cost to taxpayers of $ 47 million. 

The source familiar with the Clintons' finances declined to comment on Mr. 
Leach’s evidence. But he said Whitewater Development's loans and interest on 
them were covered in part by payments received from the few customers who bought 
lots in the development. 

"The Clintons received nothing directly from Madison Guaranty ... or 
indirectly," the source said. "We have no reason to believe they may have 
benefited from Madison Guaranty. " 

In addition, the source said, the Clintons took no day-to-day role in 
operating Whitewater Development, leaving that to Mr. and Mrs. McDougal . 

And Mr. Kendall's review of the records, the source said, showed that 
Whitewater was run in hip-pocket manner. 

"The degree of informality here was great," the source said. 

"This was a company that never had an office or employee." 

Informal records 

The records show, and the source confirmed, that the informality began 
immediately. 

Por example, there was never a written partnership agreement, the source 
said. 

And, the source said, the Clintons’ first $ 10,130.58 interest payment on the 
loans they co- signed with the McDougals was paid not to the banks from which the 
funds were borrowed, but to another McDougal venture, the Great Southern Land 
Co. 


The source said he could not explain why Mr. McDougal "asked them to make the 
first interest payment" to Great Southern Land. He added that there was no 
documentation to prove that the payment was in fact used to pay interest on the 
Whitewater loans. 

Nevertheless, the source said he considered the Clintons' tax deduction 
proper because "this looks like about half of the first year's interest" on the 
$ 203,000 borrowed to start Whitewater. And, the source said, the Clintons 
"paid it as interest" whether it was used that way or not. 

Mr. Clinton had released his tax returns since 1980 during his campaign for 
president. But until Friday, he had declined to release the 1977-79 returns, 
which showed that the Clintons made more than $ 72,000 in 1979 - almost double 
their income the year before - by trading in commodities futures. 

White House Press Secretary Dee Dee Myers said the returns had been withheld 
because "we had released their tax forms going back more than a decade and I 
think that was already an extraordinary amount of disclosure." 

The release of the returns came a week after The New York Times 
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ravaaltd that Mrs. Clinton mada the risky commodity futures trades that 
resulted in that substantial gain with help from a friend whowas a lawyer for 
Tyson Foods, a politically powerful Arkansas company. 
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HEADLINE: Clintons Release Tax Data Showing Land Deal Losses 
BYLINE: By JEFF GBRTH, Special to The New York Times 

DATELINE: WASHINGTON, March 25 
BODY 

Bowing to political pressure, Bill and Hillary Rodham Clinton today released 
tax returns and other financial data that give the clearest picture to date of 
how the couple made and lost money early in Mr. Clinton's political career. 

The documents, which include tax returns from 1977 to 1979, show that the 
couple nearly quadrupled their annual income in those years, from $41,731 to 
$158,495. 

That increase was largely attributable to commodity trades by Mrs. Clinton, 
which were arranged with the help of a lawyer for Tyson Foods, the nation's 
largest poultry company. 

Amount at Risk Unknown 

The speculative trading, which netted about $100,000 from October 1978 to 
October 1979, is described incompletely in the forms. The returns do not show 
how much money, if any, was initially invested, and a person familiar with the 
returns who briefed reporters today at the White House was unable to provide a 
figure. Mrs. Clinton's commodity trading was first reported by The New York 
Times on March 18. 

In another aspect of the inquiries involving the White House and the 
Clintons' financial activities, a senior Administration official said tonight 
that he had raised questions about the Resolution Trust Corporation's 
investigation into the failed Arkansas savings and loan at the center of the 
inquiries after a well-known Republican prosecutor was hired to handle a portion 
of the civil case. 

The official, George Stephanopoulos , a senior aide to President Clinton, said 
that he spoke on Feb. 25 with Joshua Steiner, the chief of staff to Treasury 
Secretary Lloyd Bent sen, about the decision to hire the Republican, Jay B. 

Stephens, a former United States Attorney for the District of Columbia. 

Mr. Stephanopoulos 's statement confirmed that he had discussed Mr. Stephens 
with Mr. Steiner, as reported in Saturday's issue of The Washington Post. It was 
the first acknowledgement by White House officials that they had expressed any 
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' concern about the Resolution Trust Corporation investigation into the Madison 
Guaranty Savings and Loan Association, which financed part of the Whitewater 
real estate deal in which the Clintons had invested. 

Political Pressures 

The disclosure of Mr. Stephanopoulos 1 s talk with Mr. Steiner came as a 
number of other conversations between the Treasury Department and the White 
House were being challenged as a possible effort to interfere with the 
investigation into Madison. 

The President and his wife are under mounting political pressure to put 
questions about Whitewater, an Arkansas land development in the Ozark Mountains, 
behind them. The documents that they released today, however, may have weakened 
one of the Clintons' central defenses to questions abotit the deal. 

For two years, the Clintons have asserted that they lost $68,800 on the 
investment, using the figure to rebut accusations that their partner, James B. 

McDougal , had covered a disproportionate share of the losses. Mr. McDougal and 
his wife at the time, Susan, were equal partners in the venture, and the Clinton 
campaign said the McDougals had lost $92,000. 

Mr. McDougal was the owner of Madison Guaranty, which permitted sizable 
overdrafts in Whitewater's checking account in the 1980's. 

A lawyer who oversaw a report on the Clintons' finances that was released by 
the campaign in 1992 said in a letter made public today that his report had 
overstated the Clintons' losses by $22,244, making the Clintons' total loss 
$46,635. The lawyer, James M. {*yons, said the error was caused, in part, by 
"interviews and statements by the Clintons.” 

The documents released today also showed that the Clintons gave Mr. Lyons 
inaccurate information about a $20,000 loan from a small bank also owned by Mr. 

McDougal and that the information in part led the Clinton Presidential campaign 
to overstate significantly the couple's losses in the Whitewater real estate 
venture . 

President Clinton said on Thursday that he had forgotten until this week that 
he had taken out the loan in 1981 to help his mother buy a house. He said it had 
nothing to do with Whitewater. Mr. Clinton repaid the loan with a check for 
$20,700 in 1982 after his mother remarried and paid him back. 

Mr. Lyons's letter raised new questions about how Mr. and Mrs. Clinton 
responded in 1992 to potentially damaging news accounts suggesting that 
Whitewater might have been a sweetheart deal in which the Clintons put up far 
less than the couple who were their equal partners. 

Closing the gap between the Clintons' losses and those of the McDougals 
lessened the impact of Whitewater and any appearance that Mr. McDougal was 
seeking to influence the Governor, whose appointees regulated state- chartered 
institutions like Madison. 

Campaign aides said at the time that a report by the Clintons' personal 
accountant put the couple's Whitewater loss at about $43,000, the figure that 
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the White Houae now confirma. 

In hia newa conference on Thursday. Mr. Clinton acknowledged that Mr. Lyons's 
report was in error, but he did not aay how the campaign's accountants had come 
to overstate hia Whitewater losses by roughly 50 percent. 

Mr. Clinton said recent news reports about the Whitewater affair had prompted 
him to "start racking my brain" about a 1982 check for $20,700 that his top 
aides said was repayment of a Whitewater- related loan. By Mr. Clinton's account, 
the process of "fact-checking" galleys of his late mother's autobiography led 
him to remember "something that I had genuinely forgotten, " namely taking out a 
$20,000 loan in his name from Madison Bank and Trust, the other small 
institution that Mr. McDougal owned, to help his mother buy a home. 

Mr. McDougal, in interviews this year, insisted that the $20,700 check was 
unrelated to Whitewater. Bruce Lindsey, a senior adviser to the President, 
replied that Mr. McDougal was mistaken and that the White House stood by the 
Lyons report. Mr. Lyons said the same earlier this month. 

The tax returns and other information were made public today at the White 
House. 


At a subsequent briefing, the person familiar with the tax returns said there 
was incomplete information and documentation to back up tax deductions taken by 
the Clintons for Whitewater interest payments. But the person did not indicate 
whether the Clintons intended to pay any more taxes in connection with those 
deductions. 

The business ventures whose details were amplified in the disclosures today 
were two of the largest investments of the Clintons' lives. Both Whitewater and 
the commodity trading arose in 1978 after Mr. Clinton won the Democratic 
nomination for Governor, which in Arkansas made him the favorite in the general 
election. 

Although Mr. Clinton was a rising star in Arkansas politics, he and his wife 
had few assets. For the previous year, 1977, their earnings had totaled only 
$41,731, their tax return showed. 

Borrowing by Partners 

In August 1978, the McDougals and the Clintons took out $203,000 in loans to 
purchase land in the Ozarks. All four signed the biggest mortgage, for $183,000. 

Three months earlier, Mr. McDougal had helped Mr. Clinton earn $2,100 on 
another Arkansas land deal -- a return of more than 70 percent, said the person 
who briefed reporters today. 

The couple was hoping for similar results with Whitewater, a venture in which 
their cash investment was only $500, according to a Whitewater financial summary 
that was among the documents made public today. 

Two months after Mrs. Clinton signed the loans for Whitewater, she began 
trading in commodities, a risky investment that in her case proved enormously 
profitable. In the 1978 return, the couple showed net gains of $26,541. Although 
taxpayers are required to specify when the assets were bought and sold, and for 
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how much, the Clintons' return does not do so. 

The following year, the couple reported $72,436 in gains. The trades were 
listed as occurring in 1979. No other information was included. 

It appears that the Clintons' success in the commodities market was 
significantly offset by their troubles in the real estate venture. After its 
first few years, Whitewater did not sell land quickly enough to make the 
interest payments on the mortgage. 

Between 1978 and 1980, the Clintons appear to have borne their half of the 
interest costs, paying more than $42,000, which was deducted on their tax 
returns . 

But from 1981 to 1984, years in which Whitewater sold little land, the 
venture's income was far less than the costs of the interest payments, a 
difference that was made up largely by Mr. McDougal, records show. According to 
the accounting made public today by the Clintons, the couple paid only $243 in 
Whitewater- related interest from 1981 to 1986. 

The person familiar with the Clinton's tax returns said the couple had never 
received any disbursements from Whitewater. That means their $46,000 in payments 
were a loss. 

Mr. McDougal, who was briefly an aide to Governor Clinton in 1979, bought a 
state- regulated bank in 1980 and state-chartered savings and loan in 1982. His 
savings and loan, Madison Guaranty, allowed Whitewater frequent, sizable 
overdrafts, causing what Federal investigators later estimated was a loss to 
Madison of at least $70,000. 

L. Jean Lewis, an investigator for the Resolution Trust Corporation who 
reviewed Whitewater's records in 1992 and 1993, argued earlier this year that 
the Clintons must have known that Mr. McDougal was carrying their share of the 
venture . 

The conversation described by Mr. Stephanopoulos occurred on the same day 
that Roger C. Altman, the Deputy Treasury Secretary and acting head of the 
Resolution Trust Corporation, recused himself from any matters involving 
Madison Guaranty. 

Mr. Stephanopoulos said tonight that he had not tried to persuade Mr. Steiner 
to halt the appointment of Mr. Stephens, who is one of the more than 100 United 
States Attorneys who were not retained when Mr. Clinton took office last year. 

The Post's account, however, said that Mr. Stephanopoulos and another high White 
House aide, Harold M. Ickes, were outraged when they learned of Mr. Stephens's 
appointment and that they had inquired about removing him. 

Mr. Stephanopoulos said he could not recall if the subject arose once more 
later that day when he and Mr. Ickes, the White House deputy chief of staff, 
spoke by telephone with Mr. Altman. 

The Treasury Department oversees the Resolution Trust Corporation, and Mr. 

Altman has been acting head of the agency. He has recused himself from 
involvement on matters involving Madison and acknowledged holding several 
discussions with White House officials to alert them of that intention. 
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Mr. Stephanopoulos said he spoke to Mr. Steiner on Feb. 25 to discuss Mr. 
Altman's decision to recuse himself and mentioned Mr. Stephens during that 
discussion. 

"I was puzzled and blew off steam over the unfairness of that decision," Mr. 
Stephanopoulos said. "Because Jay Stephens had accused the President of improper 
interference in an investigation." 

Thomas F. McLarty 3d, the White House chief of staff, said in a statement to 
The Post that neither Mr. Ickes nor Mr. Stephanopoulos recalled having asked 
anyone to rescind the Stephens hiring. "There was no suggestion that any action 
was taken,” he said. 

Mr. Stephens, who was heading the prosecution of Representative Dan 
Rostenkowski, Democrat of Illinois, complained that after he had been replaced 
as United States Attorney Mr. Clinton was interfering in the investigation. 
Administration officials have viewed him with suspicion ever since. 

A senior Administration official said that White House officials had asked 
whether the hiring of the former prosecutor could be reversed and backed down 
only after Mr. Steiner insisted that such action would not be possible. 

Mr< Stephanopoulos denied that he had suggested terminating Mr. Stephens. "I 
got the facts from Josh, " he said. "That was the end of the matter as far as I 
was concerned. I have no memory of discussing this with Altman." 

Meanwhile, the grand jury investigating the Whitewater affair has subpoenaed 
another Administration official, John Podesta, the White House staff secretary. 
He is the 11th Administration official to be called to testify. 

GRAPHIC: Photo: Trying to put Whitewater questions behind them, the Clintons 
released tax returns for the late 1970's. Reporters and photographers gathered 
at the White House yesterday for the documents. (Associated Press) (pg. 6) 

Chart: "Investing in Whitewater” shows a summary of payments Bill and Hillary 
Clinton reported for the Whitewater Development Company, (pg. 6) 
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The battle lines have hardened and the stakes have been raised. That much can 
be said of the remarkable sequence of events on Thursday, in which 
Representative Jim Leach all but accused the Clinton Administration of 
obstructing justice and Bill Clinton, in a nationally televised news conference 
a few hours later, unequivocally denied that he had done any such thing. 

This can also be said: The truth about the tangled mess known as Whitewater 
remains more elusive than ever. Representative Newt Gingrich summed it up pretty 
well for the Republican critics: Here we haire two believable men making two 
equally plausible cases. And they disagree on just about everything. 

The gap between Mr. Leach's charges and Mr. Clinton's responses is huge. 

That only strengthens the need for the special prosecutor, Robert Piske, to 
vigorously pursue every new lead and for Congress, at an appropriate time and in 
a way that will not interfere with Mr. Piske, to hold hearings. 

One key question is whether any depositors' funds from Madison Guaranty, a 
failed Arkansas savings and loan, were siphoned off to underwrite Mr. Clinton's 
political career in Arkansas and/or prop up Whitewater, a speculative real 
estate venture that the Clintons owned in partnership with James McDougal , 
Madison* • chairman. Mr. Laach said that "in all likelihood" some $70,000 had 
been skimmed from Madison accounts and funneled into Whitewater and Mr. 

Clinton's 1984 re-election campaign. 

To which Mr. Clinton replied: "None of our money was borrowed from savings 
and loans, and we had nothing to do with the savings and loan.” 

The second question is whether the Clinton Administration has tried to 
obstruct Pederal investigations into Madison. Mr. Leach produced documents that 
he said suggested the Administration had done just that. The most dramatic was a 
memo from a Pederal investigator in Kansas City who said her superiors in the 
Treasury Department had asked her to get the Clintons "off the hook" by telling 
Mr. Piske that there was no connection between Madison and Whitewater. 

Mr. Clinton suggested that this was little more than a dispute between career 
Federal employees, not involving the White House or its political appointees. 
When asked whether there had been improper contacts between his staff and 
investigators, he said: "I can tell you categorically I had no knowledge of this 
and was not involved in it in any way . " 
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Nr. Clinton's only concession was that, through an inadvertent goof, he had 
overstated his losses on the Whitewater land deal by $22,000. Still, he and his 
associates cling to the contention that the entire Whitewater exercise was 
harmless because the Clintons lost money, as if losing money on a deal somehow 
proves the honesty of the deal. 

The central issue, however, is whether Mr. Clinton, as Governor, profited 
improperly from his relationship with a banker he was supposed to regulate and, 
as President, sought to cover that up. 

Nr. Leach says, in effect, that he did both. Nr. Clinton says he did not. 
Bnter Mr. Piske. 
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President Clinton released tax returns Priday from the late 1970s that rebut 
allegations that he and Hillary Rodham Clinton took improper deductions for the 
Whitewater land deal, but which also leave broader questions about the 
investment unanswered . 


under increasing criticism from Republicans, who accused Clinton of 
misrepresenting his role in Whitewater, the White House made public his 1977, 
1978 and 1979 returns in an effort to appear more forthcoming. 

Reporters had been asking for the returns for weeks amid mounting controversy 
over the president and first lady's roles in the Arkansas real-estate venture. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years," said David Kendall, the 
Clintons' personal lawyer. 

Tax experts provided by the White House said the returns appear to support 
the Clintons' account of their Whitewater tax deductions. However, the experts 
said that without such documents as canceled checks or bank records, the tax 
returns are insufficient to disprove other allegations raised Thursday by Rep. 
Jim Leach, R-Iowa, the Clintons' key critic. 

Leach alleged that the Clintons made money on Whitewater and that funds from 
the failed Madison Guaranty Savings and Loan Association improperly were sent 
into Whitewater or Clinton gubernatorial campaign coffers. The returns "don't 
shed a lot of light" on those questions, said Ronald Pearlman, a former 
assistant Treasury secretary for tax policy. 

"The real issue is, is it possible that they did get benefits or income that 
hasn't been disclosed? And who knows?” he said. "That's the kind of thing that 
the special prosecutor (Robert Fiske) is going to have to determine." 

The disclosures prompted an apology to the Clintons from James McDougal, 
their former partner in the Whitewater Development Corp. , who had disputed 
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Clinton's statement of losses in the venture. 

"My fact is rad. Z hava to admit." KcDougal said. "Z am now convinced that Z 
have substantially underestimated the amount they put in Whitewater. Z now 
believe that those are legitimate deductions." 

The returns show that the Clintons' income was modest during Clinton's early 
years in public office, except for a $72,000 gain reported in 1979 from 
commodity trading by Mrs. Clinton. In 1978, their return showed $26,000 in 
income from commodity trading. 

The Whitewater and commodity ventures were their key investments. Their 
combined adjusted gross income rose from $41,731 in 1977 to $85,214 in 1978 and 
to $158,495 in 1979. 

The New York Times reported last week that Mrs. Clinton made a series of 
lucrative commodities trades with the help of a friend, James Blair, an 
executive for the Arkansas -based Tyson chicken operation. 

As the Clintons' incomes increased, so did the percentage they paid in 
taxes, which rose from 20 percent in 1977 to 37 percent in 1979. 

In regard to Whitewater, the Clintons claimed a total of about $22,000 in 
interest deductions in 1978 and 1979. Combined with an additional $24,000 in 
deductions claimed in 1980 through 1988, the Clintons lost about $46,000 in the 
real -estate deal, said one source. 

That is about $22,000 less than the $69,000 loss originally claimed by the 
Clintons. At a news conference Thursday, Clinton said he realized recently that 
he mistakenly had included a $20,000 loan to help his mother buy property. 

Washington, D.C., accountants Tom Ochsenschlager and John Ziegelbauer, who 
analyzed the Clintons' returns for Knight -Bidder Tribune, say a question might 
be raised about how the Clintons arrived at the Whitewater interest deductions 
of $10,131 in 1978 and $11,749 in 1979. 

They say the Clintons normally could justify claiming about half of the 
$10,131 and three-quarters of the $11,749, given the size of the Whitewater loan 
of $203,000, the interest rate of 10 percent, the purchase date of August 1978, 
and their agreement with the McDougals to split costs. 

In theory, that might leave the Clintons owing about $7,000 in back taxes, 
the accountants said. The Clintons would not legally be responsible because 
regulations of the Internal Revenue Service do not require them to pay, as IRS 
books on back taxes usually are closed after three years, unless fraud is 
charged. 

QRAPHIC : Chart by Knight-Ridder Tribune (see microfilm); What the Clintons 
have earned, paid in taxes 
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A senior White House official inquired last month about removing a prominent 
Republican hired by the Resolution Trust Corp. to investigate claims arising 
from the failure of Madison Guaranty Savings & Loan, according to sources 
familiar with the discussions. 

The sources said senior White House officials George Stephanopoulos and 
Harold Ickes were alarmed and outraged when they discovered in late February 
that the RTC. an independent regulatory agency, had hired former federal 
prosecutor Jay B. Stephens to handle possible civil suits growing out of 
Madison. Stephens severely criticized the Clinton administration after he was 
fired as U.S. attorney for the 'District in March 1993. 

The White House apparently dropped the subject of reversing the hiring of 
Stephens after being told by Deputy Treasury Secretary Roger C. Altman and 
Treasury chief of staff Joshua Steiner that there was nothing to be done about 
it. 


But the alleged efforts -- which the White House officials say they do not 
recall --to find out whether Stephens could be replaced represents the first 
indication the White House may have actively attempted to affect the handling of 
the politically sensitive investigation. One area of the RTC civil investigation 
concerns the potential liability of the Rose Law Firm, including former partner 
Hillary Rodham Clinton, for its representation of Madison. 

Senior White House officials raised the issue of Stephens's hiring in two 
conversations with the Treasury officials on Feb. 25, just after discovering 
Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulos, Clinton's senior 
adviser, called Altman, who was also serving as acting head of the RTC and had 
just announced he would recuse himself from the RTC's investigation of Madison. 

Ickes and Stephanopoulos were furious Altman had announced his recusal 
without telling White House officials. The day before, Altman revealed to the 
Senate Banking, Housing and Urban Affairs Committee he had briefed senior White 
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Rouse officials Feb. 2 about the Madison case, and the White House had spent 
much of the day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the Madison probe. 

In the course of the conference call with Altman, Ickes and Stephanopoulos 
also raised the subject of Stephens, asserting his hiring was an "outrageous 
choice," and asking, "Can anything be done about it? Is it final?" according to 
sources familiar with the conversation. The sources were uncertain whether it 
was Stephanopoulos or Ickes who raised the subject. 

Stephanopoulos also spoke with Steiner, chief of staff to Treasury Secretary 
Lloyd Bentsen and a friend of Stephanopoulos since the 1988 Michael S. Dukakis 
presidential campaign. 

One source, describing Stephanopoulos as "pretty fired up, ” said the White 
House aide asked Steiner "whether that [Stephens's hiring] was final, whether 
anything could be done about it . " Steiner told him there was nothing he could 
do. 


Stephanopoulos said yesterday he did not "remember exactly what was said" 
during his conversation with Steiner but that he "asked how Jay Stephens came to 
be retained by the RTC. I was puzzled and blew off steam over the unfairness of 
that decision... . Once I got the facts from Josh, that ended the matter as far 
as I was concerned. " 

Stephanopoulos said he did not remember asking Steiner whether the decision 
could be reversed or discussing the issue with Altman. 

Ickes' s lawyer, Robert Bennett, said, "Based on my inquiry, I am satisfied 
that Mr. Ickes did not make that statement, and he has no recollection of making 
that statement." 

In a statement last night, White House Chief of Staff Thomas F. "Mack" 

McLarty said, "Both Mr. Stephanopoulos and Mr. Ickes have told The Washington 
Post that they have no recollection of asking anyone to change the RTC's 
decision to retain Mr. Stephens and his law firm, as the Post is reporting. 

There is no suggestion that any action was taken. Mr. Stephens is continuing to 
conduct his inquiry for the RTC.” 

According to one source familiar with the discussions, Altman was "aghast" at 
the White House inquiry about dismissing Stephens and immediately went to 
Steiner to describe the call from Ickes and Stephanopoulos. 

Steiner later related to Altman the call he received from Stephanopoulos. 

Steiner's reaction was, "something like, 'I can't believe these guys want to 
fire this guy, ' ” another source said. 

The White House perceives Stephens, a Republican who served in the Reagan and 
Bush administrations, as a political adversary. He accused the administration of 
interfering in his probe of Rep. Dan Rostenkowski (D-Ill.), when Attorney 
General Janet Reno fired all Bush administration U.S. attorneys last year, and 
had weighed running for the U.S. Senate from Virginia. "There was concern in the 
White House because he is known to be a highly partisan Republican who put up a 
great fuss when he was asked to resign, who was highly critical of being asked 
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to resign, who considered running Cor office, " s senior official said. "All of 
that raised concerns at the White House because of his partisanship." 

Stephens is now a partner in the Washington office of Pillsbury, Madison & 
Sutro, a law firm that has done extensive work for the RTC, which regularly 
hires outside lawyers to pursue cases against lawyers, accountants and others 
who may have contributed to the collapse of savings and loans companies. 

RTC officials said the Pillsbury firm -- with a team including Stephens 
was formally hired Peb. 24 to pursue possible Madison civil claims, but the firm 
actually was selected and began work in early to mid- February, before the 
engagement letter was signed. Agency sources said the solicitation for the 
Madison case was put out to three firms, and the hiring decision was made by the 
legal division. 

Stephens was considered a good candidate to work on the Madison case in part 
because he had been a prosecutor and the RTC wanted someone who could coordinate 
with special counsel Robert B. Fiske Jr. on the criminal issues Fiske is 
investigating. The RTC is using the Pillsbury firm in many cases against former 
savings and loan officials, including its civil case against Arizona Gov. J. 

Fife Symington and other former directors of Southwest Savings and Loan. 

Stephens is the lead attorney for the RTC in its $ 20 million suit filed this 
month against William L. Waldie, former head of Virginia -based Trustbank 
Savings, which failed in 1991. 


Staff writer Susan Schmidt contributed to this report. 


GRAPHIC: PHOTO, GEORGE STEPHANOPOULOS , LEFT, WAS AMONG CLINTON ADVISERS 
CONCERNED OVER HIRING OF JAY STEPHENS, RIGHT, BY THE RTC IN MADISON S&L 
INVESTIGATION. 
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President Clinton yesterday released his tax returns for his first years in 
public office as the White House erupted in a geyser of tax forms, tax lawyers, 
explanatory letters and addenda aimed at showing that Whitewater was what the 
president has stated: a losing land investment. 

The returns -- for 1977-79 -- and additional data supplied by the White House 
generally support the amended Clinton explanation of the family's investment in 
the Arkansas land development and the losses they sustained. 

The Clintons invested and lost, according to their account, $ 46,636, most of 
which was the interest they paid over the years on their half -share of the loans 
they and James and Susan McDougal took out to buy 203 acres in the Ozarks 
mountains. James B. McDougal, who has repeatedly questioned the Clintons' 
estimate of their Whitewater investment, yesterday told the Associated Press he 
is now satisfied with the Clintons' account. 

The Clintons' returns also show the details of a chapter in their financial 
life that has been hidden the past decade: Hillary Rodham Clinton's two-year 
risky plunge into the commodities market at a time the family had virtually no 
assets. 

Her speculation in cattle futures in 1978 and 1979 produced nearly $ 100,000 
in additional income for a couple whose combined wages in 1978 were $ 51,000. It 
is not clear from the 1977 return, when the couple reported no dividends and $ 

518 in interest income, where Hillary Clinton got the resources to finance her 
commodities trading venture. White House aides would not say how much she put up 
to start the accounts that earned $ 26,541 in less than four months in 1978 and 
$ 72,996 in 1979. 

The tax returns also show the Clintons had earlier business dealings with 
McDougal, making a 43 percent profit in a year on the sale of a five-acre tract 
in 1978 . They sold the land just a few months before entering the Whitewater 
venture . 

The returns showed $ 10,131 in interest payments that year to another 
McDougal firm. Great Southern Land Co. The White House said this was Whitewater 
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related. 

The release of the tax returns and a Thursday night prime-time news 
conference, only Clinton’s second in office, were aimed at demonstrating that 
the president and his aides are not withholding information on Whitewater and 
their overall financial situation. 

As the White House released its avalanche of paper, the Clintons 1 personal 
lawyer, David Kendall, briefed reporters in two huge groups in the Roosevelt 
Room with an opening statement: 'In a spirit of full cooperation and openness, 
the Clintons have now made public their tax returns for the past 16 years, since 
Mr. Clinton's first year in public office," he said. 

The president's senior aides, ending another week under political siege on 
the issue, expressed satisfaction with the president's performance. But they 
admitted, sometimes in bitter exhaustion, that the controversy surrounding the 
investment and charges of improper White House efforts to contain it, will not 
soon disappear. "This is not going to be a sprint, it's going to be a marathon," 
said a key official involved in trying to get the president past the issue. 

As if to demonstrate that assessment, Rep. Jim Leach (R-Iowa) issued a 
statement last night saying Kendall's "selective release of documents cries out 

for full release of all Whitewater records." He said it left many 

unanswered questions and added that the president's "blythe 'no problems' 
strategy" will prolong what he called the water torture. 

Also yesterday. Cabinet Secretary John Fodesta became the 12th administration 
official to be subpoenaed to appear before a Whitewater grand jury called by 
special counsel Robert B. Fiske Jr. Podesta has been heavily involved in recent 
weeks in the issue but has not 'been cited as attending meetings between White 
House and Treasury officials on Whitewater and Madison Guaranty Savings & 

Loan. 

The other White House officials, all of whom have made their grand jury 
appearances the past two weeks, were all involved in such contacts, in person or 
by phons. 

The tax returns did raise new questions that were not answered at news 
briefings yesterday. White House aides offered no further explanation than 
Clinton's On how his earlier claim of a $ 68,900 Whitewater loss, first made 
during the 1992 presidential campaign, had been overstated by $ 22,245. The 
president said during his news conference that he recently realized that amount 
was a loan and some interest payments that he took out from McDougal's bank to 
help his mother buy a house. / 

The difference has no effect on Clinton's tax liability but the $ 68,900 
figure had been used to buttress the Clinton argument that McDougal was not 
carrying them in a sweetheart deal. Now, from their own figures, it is clear 
McDougal put in nearly twice as much money -- $ 92,000 -- than the $ 46,636 
contributed by the Clintons. 

The White House explanation of the corrected version of what the Clintons 
invested also sidestepped the issue of how Whitewater paid off the rest of the 
principal, interest and expenses owed on the development. 
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The venture had $ 233,000 in bank loan principal, more than $ 160,000 in 
interest payments, and $ 120,000 in operating expenses over the years, according 
to the campaign report prepared in 1992 by Clinton friend and Denver attorney 
James M. Lyons. 

A lawyer designated by the White House to brief reporters yesterday said that 
the Whitewater project was designed so that the principal payments were made by 
the stream of income from the lot owners. He noted, however, that "the 
fluctuations of the company were wild indeed throughout the mid-1960s. Sometimes 
people would make payments, sometimes they wouldn't." 

In explaining the Clintons' Whitewater- related interest payments, the lawyer 
said the Clintons made a 1978 interest payment of $ 10,131 to McDougal's Great 
Southern Land Co, instead of directly to the two banks where the couples 
borrowed the money, because that's what McDougal directed them to do. 

McDougal "represented" to the Clintons that Great Southern would then pay the 
banks, he said. He felt the deduction would still be considered proper by the 
Internal Revenue Service, he added. 

In fact, the lawyer said he didn't think the Clintons would owe any money to 
the IRS. 

The earlier venture with McDougal began in early 1977 when the Clintons 
bought a five-acre lot for $ 2,850 and sold it the next year for $ 5,000, a $ 
2,150 profit. 

In internal Resolution Trust Corp. memos s released by Leach, the lead 
investigator on McDougal's failed Madison SfcL said Whitewater added to Madison's 
eventual losses because McDougal was making unauthorized loans that benefited 
his businesses and his partners. 

The investigator also has charged that senior RTC officials wanted to be able 
to say that Whitewater did not cause a loss at Madison and that she refused to 
distort her findings to "get them off the hook." Those comments were contained 
in notes of her conversation with senior RTC attorney April Breslaw on Feb. 2, 
which Leach released Thursday. 

In several interviews, Breslaw denied that she said anyone in Washington 
favored a particular outcome. Yesterday Leach said he has listened to a tape of 
Breslaw' s discussions with Lewis and it is "completely consistent" with Lewis's 
memo. 
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With little more than his signature. Bill Clinton in 1981 got a $ 20,000 loan 
from his business partner James B. McDougal's bank in Kingston, Ark., money he 
says he used to help his mother purchase a home half a state away in Hot 
Springs . 

In Clinton's eyes, the transaction was so insignificant he forgot about it: 

* For the last two years that money was included as part of what he claimed to 
have lost in the Whitewater Development Corp. he and McDougal owned. When his 
interest in the $.75,000 house was transferred to his stepfather a year later, 
the transaction was not mentioned on the Clintons' tax returns, even though a 
sale of a capital asset such as real estate should be accounted for under 
Internal Revenue Service regulations. 

"I had genuinely forgotten, " said Clinton, describing in a Thursday news 
conference how after "racking his brain" and reading a draft of his late 
mother's autobiography he recalled the loan and realized it hid nothing to do 
with Whitewater. 

But to bank examiners in Arkansas, loans like the one McDougal made to 
Clinton were significant -- and a cause for them to criticize McDougal's banking 
practices. As head of the Bank of Kingston in northwest Arkansas, McDougal and 
his partners came tinder sharp criticism from then -Gov. Clinton's banking 
commissioner Marlin Jackson for making too many loans outside of the immediate 
service area around Madison County. 

One of those loans, made in 1980, was to Hillary Rodham Clinton, who borrowed 
$ 30,000 from the Kingston bank to build a model home on a Whitewater lot. That 
loan was refinanced at another state -controlled bank after Jackson warned 
Clinton that McDougal's lending practices at the tiny Kingston bank had drawn 
attention from regulators. 

In the transaction with his mother and stepfather, Clinton said, "I helped 
her to purchase" the property and "I was co-owner of that property for just a 
few months." After that, he said, his stepfather bought out Clinton's interest. 

Records in Garland County show that Clinton and his mother bought the house 
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on Nay 4, 1981. She borrowed $ 15,000 from the Grand National Bank, and the 
previous owners of the property apparently accepted a mortgage for an unstated 
amount. 

Land records show that no cash changed hands when Clinton's share of the home 
was transferred to Richard N. Kelley on Feb. 8, 1982. No record of the sale 
appears on the Clintons' 1981 or 1982 tax Returns and, according to accountants, 
it should. 

"Sale of a capital asset is a reportable event," said Arthur Auerbach of 
E inborn, Auerbach k Associates, a Bethesda accounting firm that reviewed the 
Clintons' returns for The Washington Post. "The instructions for Schedule D [of 
the tax return] are pretty clear. If you have a transaction with a capital asset 
it should be reported." 

The reporting requirement remains even if there was no gain or loss, Auerbach 
said. He acknowledged that if there is no gain, taxpayers do not always realize 
the transaction should be reported, but professional preparers would be expected 
to understand the requirement. 

The loan for his mother's house was one of four -- totaling $ 250,000 -- that 
Bill and Hillary Clinton secured from Arkansas banks between 1978 and 1981 with 
little documentation. Bankers involved in the loans say they were repaid. Some 
of the banks have been subpoenaed as part of the Whitewater investigation by 
special counsel Robert B. Fiske Jr. 

In 1978, when Clinton served as state attorney general and was a Democratic 
favorite for governor, the Clintons and McDougals borrowed $ 202,000 to purchase 
the 230-acre Whitewater development. Bankers involved in those loans say there 
was no appraisal on the property and that the transactions probably would not be 
allowed under today's stricter banking standards. 

Former board members of the Citizens Bank of Flippen, where the Clintons and 
McDougals secured $ 182,000 of the Whitewater money, said they would never have 
approved the loan if they had known the Whitewater partners also borrowed their 
down payment on the property in a $ 20,000 unsecured loan from Union National 
Bank. 


Gary Bunch, who remained an executive at the Bank of Kingston after McDougal 
bought it from his family, said the $ 30,000 and $ 20,000 loans that Bill and 
Hillary Clinton took out in 1980 and 1981 also would probably not pass scrutiny 
under current banking laws. 

Bunch said he recently tried to determine if Hillary Clinton's loan had been 
secured by a mortgage on the lot where she had the home built. "We couldn't find 
a paper trail on it, " he said. McDougal owned the Bank of Kingston before 
purchasing the Madison Guaranty Savings k Loan, the thrift whose $ 60 million 
collapse in 1989 is under investigation by Fiske. 
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The Resolution Trust Corp. yesterday disputed President Clinton's claim 
that RTC investigators concerned with a possible Whitewater-Madison cover-up by 
the White House were all "Republican appointees." 

Nearly all RTC employees are nonpolitical, career government workers, said 
spokesman Steve Katsanos, adding that there are no Republican appointees at the 
independent agency charged with the savings and loan cleanup. 

But three times during a nationally televised news conference Thursday 
night, the president dismissed charges of administration pressure to play down a 
criminal referral that mentioned him and his wife by insisting that the RTC 
accusers were appointed in the Bush years. 

"With all due respect to the president, we are career government employees. 
There is only one political appointee here, and he is a Democrat," Mr. Katsanos 
said. 

That appointee is interim RTC Director Roger C. Altman, who is embroiled in 
the controversy over RTC contacts with the White House on the progress of the 
agency's probe of an Arkansas S&L. 

Mr. Altman, also deputy Treasury secretary, has admitted to attending a 
series of meetings with former White House Counsel Bernard W. Nussbaum; 

Margaret A. Williams, Mrs. Clinton’s chief of staff; and others. 

Mr. Altman and agency attorney April Breslaw have ties to the Clintons. 

Mr. Altman is a longtime friend of Mr. Clinton's, and Miss Breslaw, as a 
government lawyer in 1989, steered a $400,000 contract to Little Rock's Rose Law 
Firm, where Hillary Rodham Clinton was a senior partner. 

Last night, federal regulators said that senior White House officials 
inquired last month about removing Republican Jay B. Stephens, who had been 
hired by the RTC to investigate claims arising from the failure of Madison 
Guaranty Savings and Loan Association. Federal regulators seized the Arkansas 
thrift in 1989 at a cost to taxpayers of $50 million. 
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RTC sources told the Associated Press that senior aide George Stephanopoulos 
and Deputy Chief of Staff Harold Ickes, outraged when they learned in February 
that the RTC had hired Hr. Stephens, inquired about his removal. Mr. Stephens 
had criticized the Clinton administration after being fired from his post as 
u.s. attorney for the District. 

Mr. Stephens had been hired to handle civil claims in the Madison matter, 
including the possible liability of Hillary Rodham Clinton's former Little Rock 
law firm. 

Senior White House officials raised the issue of Mr. Stephens' hiring in 
two conversations with Treasury officials on Feb. 25, just after discovering 
Mr. Stephens had been retained, said the sources, who spoke on the condition of 
anonymity. 

The Washington Post reported the discussions in today's editions. 

The newspaper said the White House apparently dropped the subject of 
removing Mr. Stephens after being told by Mr. Altman and Treasury Chief of 
Staff Joshua Steiner that nothing could be done. 

In Dallas, a White House spokesman said no effort was made to thwart the 
hiring of Mr. Stephens. 

"There is no suggestion that any action was taken. Mr. Stephens is 
continuing to conduct his inquiry for the RTC, " said a formal statement 
attributed to White House Chief of Staff Thomas F. "Mack" McLarty and read by 
spokesman Jeff Eller. 

But when pressed by reporters he said there had been a conference call. 

"This was not a phone call that was unexpected or inappropriate. It was 
just a phone call that was made concerning this. No action was taken. His law 
firm was still hired by the RTC," Mr. Eller said. 

In a speech on the House floor Thursday, Rep. Jim Leach, Iowa Republican, 
detailed charges by an RTC investigator that she was pressured to "let [the 
Clintons] off the hook" in the probe of Madison. 

RTC investigator L. Jean Lewis, in a memo released by Mr. Leach, recounted 
a long conversation in which Miss Breslaw urged her to change her mind on 
criminal referrals on Madison. 

Mrs. Lewis had determined that there were several prosecutable offenses, 
but she said Miss Breslaw told her "head people" at the agency would be happier 
if Mrs. Lewis told them there were no problems, as that would "get them off the 
hook." 


Two of the "head people" Mrs. Lewis said Miss Breslaw mentioned were Deputy 
Chief Executive Officer Jack Ryan and General Counsel Ellen Kulka. Mr. Altman 
chose both for their jobs in December. 

Mr. Katsanos said Mr. Ryan and Ms. Kulka would have no public comment on 
the matter because they are cooperating with the federal Whitewater-Madison 
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investigation . 

In his news conference Thursday, Mr. Clinton responded to Mrs. Lewis' 
charges by saying Mr. Leach "may be talking about an internal dispute within 
the RTC from career Republican appointees for all I know." 

"Keep in mind, until I came here, all appointees of the RTC were hired under 
previous Republican administrations, * Mr. Clinton said. 

Later in the news conference, a reporter said the Leach speech indicated 
"that federal regulators tried to stop investigators for the Resolution Trust 
Corporation in Kansas City from putting Whitewater into their criminal 
referrals. That would amount to a cover-up and possibly obstruction of justice. 
Do you have any knowledge of that?" 

"I have had absolutely nothing to do and would have nothing to do with any 
attempt to influence an RTC regulatory matter. And I think if you look at the 
actions of the RTC just since I've been president, and you examine the facts 
that everybody that works there was appointed by a previous Republican 
administration, the evidence is clear that I have not done that," Mr. .Clinton 
said. 

Those statements silenced that line of inquiry during the news conference. 
But they also upset RTC employees, Mr. Katsanos said. 

"That is what I have heard about from more people here today than what Leach 
released," he said. 

The secret White House briefings on the Madison probe are the subject of a 
federal grand jury investigation led lay Whitewater -Madison special counsel 
Robert B. Fiske Jr., who is seeking to determine whether an obstruction of 
justice occurred as a result of those meetings. 

Mr. Altman and several White House officials have been subpoenaed to 
testify about the meetings before the grand jury in Washington. 

"The president was making a broader point that the RTC staff in recent 
history was hired during Republican administrations," White House Communications 
Director Mark Gearan said yesterday. The RTC was created in 1989. 

RTC officials said the agency has 2,300 employees nationwide. Almost all 
are Schedule A workers who were hired based on experience and, under law, cannot 
be hired based on political affiliation. 

Mr. Katsanos said some RTC employees who had taken exception to Mr. 
Clinton's remarks noted that they were Democrats who had contributed to his 
campaign "and were elated when he was elected. " 

* Frank J. Murray contributed to this report in Dallas. 
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The White House yesterday released tax records showing that President and 
Mrs. Clinton claimed interest deductions of $46,635 for Whitewater Development 
Corp., but it offered no evidence, such as canceled checks, credit statements or 
debit slips, to support the claims. 

The figures are included in 64 pages of tax records and other documents 
released by the Clintons' attorney, David Kendall, including previously 
undisclosed returns for 1977 through 1979 - the last two of which show $22,120 
in purported Whitewater interest deductions. 

In another development, John Podesta, the White House staff secretary, 
became the 11th Clinton administration official to be subpoenaed by a federal 
grand jury in Washington investigating briefings federal regulators provided for 
White House officials to discuss the investigation of the Whitewater-Madison 
affair. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years, since Mr. Clinton's first year 
in public office," Mr. Kendall told reporters at a White House briefing about 
the tax returns. 

White House officials said the checks had been turned over to 
Whitewater-Madison special counsel Robert B. Fiske Jr. and would not be made 
public. They said other documentation is missing. 

The White House assertion that the Clintons never received any income from 
the 14 -year Whitewater venture was sharply challenged by Rep. Jim Leach, Iowa 
Republican and ranking GOP member of the House Banking Committee, who is 
conducting an independent investigation of the matter. 

In a statement yesterday, he said a review of available documents and 
information showed the Clintons made at least $152,000 from Whitewater and 
Madison Guaranty Savings and Loan Association, owned at the time by their 
Whitewater partner James B. McDougal. 

Mr. Leach said the "income" came from legal fees, lot sales, tax 
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deductions, capital gains, "infusions of capital" from Madison and loan payments 
on personal debts. 

"What Kendall's selective release of documents cries out for is full release 
of all Whitewater records," he said. 

The 1978 and 1979 returns, which the Clintons had previously declined to 
release, also show that the couple - while he was governor and she was a partner 
at Little Rock's Rose Law Firm - made $118,148 in commodities trading profits 
and consulting fees during the two-year period. 

The returns document that Mrs. Clinton was active as a commodities trader 
and apparently was quite successful. 

The New York Times reported last week that Mrs. Clinton made a $100,000 
profit in highly volatile cattle futures in trading that was guided by James 
Blair, attorney for Tyson Foods Inc. of Springdale, Ark., the nation's largest 
chicken-processing company and the state's largest employer. Its owner, Don 
Tyson, is a longtime Clinton political ally. 

The trading began three weeks before Mr. Clinton won his first term as 
Arkansas governor and ended about a year later, the newspaper said. 

The tax returns released yesterday show that: 

* In 1977 the Clintons reported an adjusted gross income of $41,731, with a 
tax liability of $8,194 - about 20 percent. Whitewater, a $203,000 real estate 
venture in the Arkansas Ozarks with Mr. McDougal and his then-wife, Susan, had 
not yet been formed. 

The Clintons and the McDougals purchased the 230-acre Whitewater site in 
1978 with a $20,000 unsecured loan from Union National Bank of Little Rock and a 
$183,000 loan from Citizens Bank 6 Trust of Flippin, Ark., using the land as 
collateral . 

* In 1978, the couple showed an adjusted gross income of $85,214 and paid 
$22,627 in taxes - about 27 percent. The Clintons cleimed $10,130 in interest: 
payments on the loans from Citizens Bank and Trust and Union National Bank. The 
money went, however, to Great Southern Land Co., a development company wholly 
owned by the McDougals. 

* In 1979, the Clintons reported an adjusted gross income of $158,495, with 
a tax liability of $59,388 - about 37 percent. The couple claimed interest 
deductions of $11,990, the money going this time to Citizens Bank a Trust on the 
Whitewater loans. They are shown on the return, however, only as "banks and 
loan companies . " 

A source close to the Clintons said yesterday the payment to Great Southern 
was requested by Mr. McDougal as a way to pay the Whitewater loan, but that the 
Clintons had no idea what the company did or why the payment should go through 
it. 


He did not say whether the Clintons, both lawyers, had ever asked about the 
arrangement, indicating that the Whitewater deal was "very informal." 


LEXIS -NEXISW LEXIS -NEXIS‘« LEXIS-NEX1S® 


Services of Mead Data Central, Inc. 


1485f 



2429 


The Wuhington Timet, March 26, 1994 


Page 84 


Great Southern was an Arkansas land development company directly involved 
with Whitewater in at least one other land deal. Records show it assumed the 
title for 810 acres purchased directly in 1986 by Whitewater. The development 
was known as Lo ranee Heights, about 12 miles southeast of Little Rock. Great 
Southern later was involved in sales of the plots in the development, which 
eventually was foreclosed at a loss of $510,000. 

White House officials have said the Clintons were unaware of the Lorance 
Heights deal. 

Mr. Clinton, at a news conference Thursday in which he answered 18 
questions on the Whitewater-Madison affair, promised to release the tax records 
as the White House sought to dissipate coverage of the matter. 

The interest total of $46,635, detailed in the tax returns, is down from the 
$68,900 figure released during the 1992 presidential campaign. Mr. Clinton 
explained the difference by saying he had misapplied a $20,744 loan - to help 
his mother purchase a cabin - to the Whitewater account. 

Mr. Clinton said during the news conference that he did not remember 
specifics of the loan until he recently read the galley proofs of the 
autobiography by his mother, Virginia Kelley, who died in January. 

Before flying to Pope Air Force Base, N.C., yesterday to meet with the 
survivors of an Air Force crash, he attributed the mistake to "the heat of the 
'92 campaign.” 

"Keep in mind, when x was first asked about this back in '92, just off the 
top of my head, I said we lost, money but I don't think it was a great deal. . . 

. I think I'm quoted in *92, as saying I thought we lost about $25,000, from 
memory," he said. "So apparently we lost quite a lot more than that." 

* Paul Bedard contributed to this report. 

GRAPHIC: Photo (color) , Heavy reading: Reporters in the white House Briefing 
Room pore over the Clintons' tax records after they were released yesterday.. By 
Tracy A. Woodward/The Washington Times ,* Photos, A & B) Copies of the 1040 form 
from Bill Clinton and Hillary Rodham Clinton's 1979 income tax returns, which 
were released yesterday. ; Charts, A) WHITEWATER PAYMENTS; B) CLINTON TAX 
RETURNS, A) NO CREDIT; B) By The Washington Times 
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President Clinton's chief congressional critic on Whitewater-Madison - Rep. 
Jim Leach - says the president's give-and-take Thursday night with reporters was 
a "fabulous” presentation. 

But the Iowa Republican • who blistered Mr. Clinton, the White House and 
Democrats over Whitewater-Madison on the House floor earlier Thursday - also was 
left unsatisfied with the Clinton response. 

"He may well be the most charming president in American history,” Mr. Leach 
said on "CBS This Morning" while making the rounds on network morning shows. 

"In terms of the issues, however, he is maintaining that the [Madison] 
savings and loan and Whitewater are unconnected, despite the fact that we have 
produced overwhelming evidence that Whitewater was used in partial measure to 
fleece the S&L of resources,” said Mr. Leach, the ranking GOP member of the 
House Banking Committee, who is conducting his own Whitewater-Madison 
investigation . 

Mr. Leach told ABC-TV's "Good Morning America” ha did not believe the 
president was telling the whole story. 

"I think when the special counsel is through with his report, there may be a 
more forthcoming response from the White House, but at this point in time, the 
president is responding with his wonderfully open and charming personality, but 
a little less with the facts of the circumstance, ” he said. 

Mr. Clinton told reporters and the nation he did nothing wrong when he made 
an investment in Whitewater Development Corp., an Arkansas real estate 
partnership of the Clintons, James B. McDougal, owner of the failed Madison 
Guaranty Savings and Loan Association, and his then-wife, Susan. 

Special counsel Robert B. Fiske Jr. is probing the ties between Whitewater 
and Madison, which include accusations that Mr. McDougal routed Madison funds 
to Mr. Clinton's 1984 gubernatorial campaign. Madison was seized by federal 
regulators in 1989 at a cost to taxpayers of $50 million. 
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Hours before Mr. Clinton walked into the White House's Bast Room and 
fielded 21 questions - all but three about Whitewater-Madison - Mr. Leach stood 
on the House floor and summarized his investigation. 

Mr. Leach said that money from Madison went to pay for part of Whitewater. 
He also released a memo from a federal radiator in Kansas City, Mo., who 
charged that officials in Washington were trying to squelch that information. 

The reaction from Mr. Leach's congressional colleagues to his speech on the 
floor was minimal. Some Republicans said he raised a number of 
thought -provoking issues while Democrats were largely silent. 

The general silence continued yesterday because House members had left 
Washington for their two -week Easter recess. 

Democratic officials said Mr. Leach's calm and qualified presentation of 
his information diminished the need for an immediate response from Democratic 
lawmakers. And Whitewater-Madison is expected to be fleshed out in 
congressional hearings, which could begin in early May. 

At that time, Mr. Leach himself will be judged, one Democratic leadership 
aide said. 

"That's where his credibility will be either upheld or diminished, depending 
on what we find out of how much he said was true," the official said. 

"I'm confident Mr. Leach will be able to look himself in the mirror one 
month from now and 10 years from now and know that his reputation for veracity 
will not be impeached by future disclosures, ” said Tony Blankley, spokesman for 
House Minority Whip Newt Gingrich, Georgia Republican. 

One lawmaker who stayed silent Thursday about Mr. Leach's charges - House 
Banking Chairman Henry B. Gonzalez - likely will state his opinion at a 
Washington news conference Monday. 

GRAPHIC: Photo, Rep. Jim Leach 
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President Clinton on Friday released tax returns from the late 1970s which 
appear to refute allegations that he and Hillary Rodham Clinton took improper 
deductions for the Whitewater land deal, but which also leave broader questions 
about the investment unanswered. 

Under increasing criticism from Republicans who accused Clinton of 
mispresenting his role in Whitewater, the White House made public his 1977, 1978 
and 1979 returns in an effort to appear more forthcoming. 

Reporters had been asking for the returns for weeks amid mounting controversy 
over the president's and first lady's roles in the Arkansas venture. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years," said David Kendall, the 
Clintons' personal attorney. 

Tax experts provided by the White House said the returns appear to support 
the Clintons' account of their Whitewater tax deductions. However, they said 
that without supporting documents, such as canceled checks or bank records, the 
tax returns were insufficient to refute other allegations raised Thursday by 
Rep. Jim Leach (R-Iowa), the Clintons' most credible critic. 

Leach alleged the Clintons made money on Whitewater and that funds from the 
failed Madison Guaranty Savings and Loan improperly were funneled into 
Whitewater or Clinton gubernatorial campaign coffers. 

The returns "don't shed a lot of light" on those questions, said Ronald 
Pearlman, a former assistant treasury secretary for tax policy in the Reagan 
administration. "The real issue is, is it possible that they did get benefits or 
income that hasn't been disclosed? And who knows?" Pearlman said. "That's the 
kind of thing that the special prosecutor (Robert Piske) is going to have to 
determine . " 

The disclosures prompted an apology to the Clintons from James McDougal, 
their former partner in the Whitewater Development Corp. , who had publicly 
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disputed Clinton's statement of losses in the venture. 

"My face is red. I have to admit,” McDougal told The Associated Press. "I am 
now convinced that I have substantially underestimated the amount they put in 
Whitewater. I now believe that those are legitimate deductions.” 

The returns show that the family's income was modest during Clinton's early 
years in public office, except for a $72,000 gain reported in 1979 from 
commodity trading by Hillary Clinton. In 1978 the Clintons' return showed 
$26,000 in income from commodity trading. 

The Whitewater and commodity ventures were their only sizeable investments. 
Their combined adjusted gross income rose from $41,731 in 1977 to $85,214 in 
1978 to $158,495 in 1979. 

The New York Times reported last week that Mrs. Clinton made a series of 
lucrative commodities trades with the help of a longtime friend, James Blair, an 
executive for the Arkansas -based Tyson chicken operation. 

As the Clintons' incomes increased, so did the percentage they paid in taxes, 
which rose from 20 percent in 1977 to 37 percent in 1979. 

In regard to Whitewater, the Clintons claimed a total of about $22,000 in 
interest deductions in 1978 and 1979. Combined with an additional $24,000 in 
deductions claimed in 1980 through 1988, the Clintons lost about $46,000 in the 
real estate deal, said a source familiar with the Clintons' returns. 

That is about $22,000 less than the $68,000 loss originally claimed by the 
Clintons. At a news conference Thursday, Clinton said he realized recently that 
he had mistakenly included a $20,000 loan to help his mother buy property. 
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Copyright 1994 Chicago Tribune Company 
Chicago Tribune 

March 11, 1994 Friday, NORTH SPORTS FINAL EDITION 
SECTION: NEWS; Pg. 1; ZONE: N 
LENGTH: 2215 words 

HEADLINE: WHITEWATER PROBE WIDENS TO 2ND DEAL 

BYLINE: By Gary Marx and William Gaines, Tribune Staff Writers. 

DATELINE: LITTLE ROCK. Ark. 

BODY 

The special counsel investigating the Whitewater affair has subpoenaed 
records from another failed real estate deal financed by the Arkansas 
development company co- owned by President Clinton and his wife when he was 
Arkansas governor. 

Whitewater Development Corp.'s involvement in the 810-acre Lorance Heights 
project ended with lawsuits by angry landowners, foreclosure and a $510,000 
judgment against the company and a related firm. Clinton's business associates 
received $249,000 from land and timber sales at Lorance, but the money was never 
collected from them in the foreclosure and it is not known how it was spent. 

That is one area that Robert Fiske, the special counsel appointed last month 
to investigate Whitewater, will probably explore. He has subpoenaed records of 
the Lorance Heights land deal, according to Carl Gagliardi, a spokesman for 
International Paper, which sold the property to Whitewater and later took the 
land back in the foreclosure. 

While the Whitewater controversy swirling around the Clintons has focused on 
their role in another Whitewater development in the Ozarks and subsequent events 
in Washington, the Lorance Heights project provides another window on the 
operations of Whitewater and the Clintons' co-owners, developer James McDougal 
and his wife, Susan. 

The Clintons were 50 percent owners of Whitewater when it purchased the land 
for Lorance Heights in 1986, but their exact role in the project is unclear. 

White House aides say the Clintons, Whitewater co-owners from 1978 to 1992, 
didn't know about the purchase of the Lorance Heights land, 12 miles southeast 
of Little Rock in a sparsely populated area of pine forest. 

Residents of Lorance Heights, contractors who worked on the project, and a 
lawyer who negotiated the sale for International Paper say they never had any 
dealings with the Clintons. 

Sam Heuer, James McDougal 'a attorney, also said his client did not tell the 

LEXIS’- NEX1S® LEXIS -NEXIS*® LEXIS’- NEXIS® 

.j •• — j « . . • | 


14858 



2436 


Chicago Tribune, March II. 1994 


Page 3 


Clintons about the purchase. "He didn't bring in the Clintons-absolutely. " Heuer 
said. 

Searcy Harrell, a lawyer who represented International Paper in the sale, 
said the McDougals hid the fact that the Clintons were part-owners of 
Whitewater- something that allowed the Clintons to escape financial 
responsibility when the deal later went sour. 

"I asked him. 'Jim. is this (Whitewater) just your company? And he said. 

'Yeah.' * said Harrell, recalling his negotiations with McDougal. "If I had 
known there was another partner involved, I would have asked the company if they 
wanted the other partner's (financial) guarantee. ... I didn't know the 
Clintons were involved in Whitewater." 

Susan McDougal and her brother David Henley- two other key players in the land 
deal -could not be reached for comment. 

Today the subdivision, owned by another company, amounts to a smattering of 
modular and mobile homes and gravel roads that frequently flood in heavy rains. 

Some of those who bought land there are angry that Whitewater and Great Southern 
Land Co. Inc., a related company, never delivered on the aalepersons' promises 
of paved roads and other amenities. 

"Whatever you wanted, they promised you," said Duane Hutchinson. 38. a 
tool -and -die maker who bought two 10-acre parcels for about $35,000. "They 
promised you anything because they had no intention of fulfilling it. I hate 
being lied to." 

Whitewater and its projects have their roots in the relationship between 
Clinton and McDougal. friends since the 1960s when both were aides to Arkansas 
Sen. J. William Fulbright. The business relationship began in 1978, when they 
formed Whitewater to purchase 200 acres in the Ozarks with $200,000 borrowed 
from banks. 

The Clintons weren't the only Arkansas political heavyweights McDougal was 
doing business with in the 1980s. As owner of Madison Guaranty Savings and 
Loan, McDougal also helped put together real estate deals with Fulbright and Jim 
Guy Tucker, Arkansas' current governor. 

The McDougals were Whitewater' s corporate officers and the Clintons were 
shareholders, entitled to a S0-50 split of the profits. The plan was to 
subdivide the Ozarks property and sell the lots for vacation homes. But the 
development fizzled and the Clintons say they lost nearly $70,000 on the deal. 

Fiske is looking into whether the Clintons overstated their losses in the 
Ozarks development. The special counsel is also examining whether money from 
Madison Guaranty was improperly used to help keep the project afloat or 
channeled to Clinton's campaign treasury. 

The financially troubled Madison eventually was taken over by federal 
regulators at a cost to taxpayers of at least $47 million. 

The second Whitewater deal -the Lorance Heights project-began taking shape 
April 3, 1986, when Susan McDougal secured a $300,000 loan from 
Capital -Management Services Inc., a company owned by David Rale, a Little Rock 
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municipal judge recently indicted for fraud. Soon after, the McDougala began 
negotiating with International Paper over the purchase of the property. 

Hale, who unsuccessfully sought a plea bargain in exchange for testimony 
against Clinton and other Arkansas politicians, has claimed that Clinton and 
James McDougal pressured him into lending Susan HcDougal the $300,000. He has 
said Clinton wanted to keep his role secret. 

At the time. International Paper-Arkansas 1 largest private landowner-was 
trying to unload huge tracts of land near Little Rock because it was too far 
from its paper mills. Company executives decided they could make more money 
selling to developers than cutting pine trees for pulp, according to Harrell. 

Nhitewater purchased the 810 acres for $550,000 with a personal guarantee 
from the McDougals. The McDougals also took out a separate $30,000 loan from 
International Paper to help finance the deal. During the next several months, 
the McDougals cut and sold an estimated $30,000 worth of trees from 113 acres of 
the land- some thing that was prohibited in the mortgage agreement between 
Nhitewater and International Paper, Harrell said. 

The McDougals apparently used the money from the lumber sales to pay off 
their $30,000 personal loan, Harrell said. International Paper forced the 
McDougals to sign another $30,000 note after discovering the McDougals had sold 
the trees, viewed as fixed assets on the property, to pay off the first loan. 

In December all 810 acres were transferred from Nhitewater Development Corp. 
to Oreat Southern Land Co., which was incorporated by the McDougals in 1977, 
according to state records. James McDougal was Oreat Southern Land's president; 
Susan McDougal was the company's secretary. 

Land records indicate that Great Southern Land-whose records also have been 
subpoenaed by a federal grand jury in Little Rock-paid no money for the 810 
acres, leaving Nhitewater responsible for the mortgage on the property. 

International Paper was not told of the transfer, Harrell said. The same 
month, the McDougals subdivided the land into 10-acre tracts and named the 
subdivision Lorance Heights after a nearby creek. 

Great Southern Land then began putting ads in Little Rock newspapers. "LAND 
SALE; $18, S00-$1, 500 down- $175 a month,” read a Jan. 3, 1987, ad in the Arkansas 
Democrat. "Me are offering a good selection of 10-acre tracts. This land is 
served by private roads but is very close to freeway. These secluded tracts are 
only 10 minutes from downtown.” 

■Every tract is level and all the land is usable," the advertisement 
continues. "Some tracts have large cleared areas which could be made into 
pasture. Others are heavily wooded with pine and oak trees. Although the land is 
very close to town, deer and other wildlife roam the property." 

"Come see us this afternoon,” says the advertisement, listing Madison Real 
Estate as the broker. Sales were handled by Susan McDougal, who also worked at 
Madison Guaranty, and Henley, her brother. 

During the next 10 months, Susan McDougal and Henley-working out of a small 
trailer at the entrance to the property-sold 51 of the 10-acre tracts. 
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collecting $79, >00 in down payments , according to land records. 

Most of the purchasers were lower-middle-class residents of Little Rock. 
Several of the buyers were Laotian immigrants. 

"We were renting in Little Rock and we were looking for land to get out of 
town, * said Gene Hart wick, 40, a pipefitter who had to borrow money to purchase 
a 10-acre tract with his wife in January 1987. "We were just married, and we 
were tired of paying rent. It seemed like a good deal." 

The Hartwicka and most other buyers paid $18,500 for 10 acres, with a $1,500 
down payment and interest rates ranging from 9.25 percent to 10 percent, land 
records show. Those with bigger down payments got a break on the terms. 

Most of the sales contracts required that Great Southern Land pave the narrow 
dirt roads that ran through the property by the end of 1987. Many of the 
contracts also required Great Southern Land to bring electricity and other 
utilities into the subdivision, land records show. 

"X was prosdsed (by David Henley) natural gas, city water, and a paved 
road, " said Duane Hutchinson, who bought his two parcels in December 1986 and 
January 1987. 

"He said the road would be paved very soon. He said that we should buy now 
because after the road was paved the land would become more expensive." 

By the stunner of 1987, people who bought the properties were repeatedly 
calling Susan McDougal and Henley asking why the roads in the subdivision had 
not been paved. Sumner rains had turned the primary road into a potholed mess 
that was topped by knee-deep mud. 

"You needed a helicopter to get by," said Marion Hartwick, 35. "We used to 
drive one car to the washed out section, park it, and walk across the mud. We’d 
get into another car we had parked over on the other side to go the rest of the 

way. • 


On Oct. 3, 1987, Henley sent a letter to the residents telling them "(road) 
construction will begin on Tuesday. Oct. 6, 1987." The construction never took 
place, residents say. 

In May 1988, 32 Lorance Heights property owners sued Great Southern Land for 
failing to fulfill prosd.ses to pave the roads and bring utilities to the 
subdivision. Two m on t h s later, a Pulaski County judge ordered all property owner 
payments to be held in escrow while the lawsuit made its way though the courts. 

"I thought that a hell of a lot of money was going down the drain,” said 
James Sloan, the lawyer representing Lorance Heights property owners, who 
petitioned the court to hold the payments in escrow. "My clients were not 
getting what they were paying for." 

By then. Great Southern Land had collected not only the $79,800 in down 
payments, but $69,500 in outright sales and $69,700 in monthly payments, 
according to land records. 

International Paper joined the suit against Great Southern Land in September 
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1988 and added Whitewater ae a defendant becauee the corporation had failed to 
make mortage payments . International Paper won the forecloeure suit in March 
1989, along with a $510,652 judgment against Whitewater, Great Southern Land and 
James and Susan McDougal, court records show. 

Heuer, James McDougal' s attorney, said the foreclosure was not necessary 
primarily because the project had nearly $800,000 in sales contracts. "Rad it 
been handled right, the roads could have been paved and the mortgage paid," 

Heuer said. 

Harrell said International Paper never collected any money from Whitewater, 
Great Southern Land or the McDougals in the foreclosure, although it did recover 
$300,000 in taking back the property. "We were convinced it (the money) was gone 
or we would have pursued it further," Harrell said. 

International Paper also could not recover at least eight 10 -acre parcels 
that Great Southern Land had sold outright, land records show. Two of the 
parcels ended up in the hands of Lorene McDougal, James McDougal *s mother, 
according to land records. 

After the foreclosure. International Paper gave Lorance Heights property 
owners the option of continuing to make their monthly payments and keeping their 
land or of stopping payments and forfeiting their parcels, court records show. 

International Paper said it would not honor Great Southern Land's promise to 
pave the roads. 

Bill Casto, a Pine Bluff developer who bought the property from International 
Paper in May 1989, also said he could not afford to pave the roads, which he 
estimated would cost at least $300,000. 

Casto has spread gravel and widened the roads in spots. 

But many Lorance Heights property owners remain angry and bitter over the way 
they were treated by Whitewater and Great Southern Land. Without paved roads, 
landowners say, the subdl vis ion's property is worth about one-half what they 
paid for it. 

"I'm never going to get out of the land what I put in it," said William 
Duncan, owner of a tree service company who paid $33,000 for two plots he 
planned to use to grow Christmas trees. He has tried unsuccessfully to sell his 
property. 

"I wanted to get rid of it," he said, "but nobody's interested." 

Lorance Heights, a project financed by the company co- owned by the Clintons, 
ended in foreclosure, lawsuits and acrimony. Mow the special counsel is looking 
into it. 

GRAPHIC: PHOTOS 2 GRAPHIC; PHOTO: Gene Hartwich, a pipefitter who was one of 
the first to buy Lorance Heights property, stands outside his mobile home where 
the streets are yet to be paved: "It seemed like a good deal." Tribune photo by 
Gary Marx.; PHOTO (color): "Ten acre tracts."; GRAPHIC (color): The Lorance 
Heights deal.; In recent weeks, questions have been raised about President 
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Clinton** involvement in the Ceiled Whitewater Development reel estete project 
on the white River neer Yellville in Arkensee' Ozerk Mount eine. But the compeny 
elso hed enother project thet Ceiled neer Little Rock.; - Key ieeuee: Where did 
$249,000 in income Croat Lorence Heights property seles go? Whet were the 
Clinton's roles in the project? The Clintons deny knowing enything ebout the 
helC-million-dollar purchese, title trensCers end subsequent lawsuits.; Sources: 
Chicsgo Tribune interview end Puleski County, Ark., court end lend reports. 
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March 10, 1994, Thursday, AM cycle 
SECTION: Washington Dateline 
LENGTH: €36 words 

HEADLINE: Grand Jury Is Latest Arena For Whitewater Case 

DATELINE: WASHINGTON 

BODY 

Now that controversy surrounding the Whitewater affair has spread from 
Arkansas to Washington, the special prosecutor appointed to investigate the case 
is using grand juries in both Little Rock and the nation's capital. 

Robert Fiske, who will convene a special grand jury in Little Rock to 
investigate President Clinton's ties to a failed SUL, subpoenaed White House 
aides to testify Thursday before an existing grand jury at the federal 
courthouse in Washington. 

The regular federal grand jury in Little Rock has been investigating 
Whitewater for several months in its regular monthly meetings. Fiske' s special 
Whitewater grand jury has been authorized by a judge and summonses have been 
mailed, but will not convene until March 23. 

Fiske is using the Washington grand jury to question Clinton administration 
officials under oath to determine if they tried to interfere with the Resolution 
Trust Corp.'s investigation of the failed Madison Guaranty Savings and Loan. 

Fiske says this phase of the investigation should last no more than several 
months, while the entire probe of Clinton's business dealings with the former 
owner of the failed thrift could take a year and a half. 

While Fiske would say no more than "the sun's coming out," he apparently 
chose to use Washington grand jury because all of the subpoenaed documents and 
witnesses are in the nation's capital. 

It is not uncommon for federal prosecutors in complex criminal investigations 
to use grand juries in more than one location. The Justice Department's 
investigation of the failed Bank of Credit and Commerce International used grand 
juries in Miami, Atlanta, Washington and Tampa, Fla. 

Such multiple jurisdiction investigations are necessary because indictments 
must be brought where some or all of the allegedly illegal activity occurred. 
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In 1988, Iran-Contra prosecutor Lawrence Walsh was scolded by a federal judge 
tor bringing charges in Washington against a former CIA agent accused of lying 
to his superiors at CIA headquarters in Virginia. The indictment was dismissed 
and a new one was later returned by another grand jury across the Potomac River 
in Alexandria, Va. 

Deposed Panamanian dictator Manuel NOriega was indicted both in Miami and 
Tampa on drug conspiracy charges. Prosecutors have not pressed the Tampa case 
since NOriega was sentenced to 40 years in prison for the Miami drug-traf ticking 
conviction. 

Grand juries, which consist of 23 members, meet in secret to hear evidence of 
possible criminal wrongdoing. Prosecutors are empowered as officers of the grand 
jury to issue subpoenas to compel witnesses to testify under oath and turn over 
documents. A majority of the quorum of 16 members is needed to return an 
indictment . 

Subpoenas can be challenged in court and it is up to a judge to determine if 
a witness can be compelled to testify or turn over documents. In federal courts, 
such challenges are heard in secret to prevent details of an ongoing 
investigation from being disclosed to the public. 

Grand juries were originally conceived in English law to protect people from 
unjust prosecution by the crown. 

The Fifth Amendment to the Constitution guarantees that "no person shall be 
held to answer for a capital, or otherwise infamous crime, unless on a 
presentment or indictment of a grand jury." 

The Fifth Amendment also allows witnesses to refuse to testify against 
themselves in court or before a grand jury. 

Grand jury secrecy is designed to protect the reputations of people under 
investigation who never end up being charged with crimes. It also enables 
prosecutors to prevent details of sen8itive investigations from being learned by 
the targets of their probes. 

Grand jurors and prosecutors are bound by secrecy but witnesses and their 
lawyers are free to discuss the details of testimony. 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 10, 1994 


LEXIS'- NEXIS'® LEXIS- NEXIS'» LEXIS-NEXIS® 

Services of Mead Data Central. Inc. , „ 


14865 



2443 


Page 10 


LEVEL 1 - 3 OP 23 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 10, 1994, Thursday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 1008 words 

HEADLINE: White House Officials Appear Before Grand Jury 
BYLINE: By TERENCE HUNT, AP White House Correspondent 
DATELINE: WASHINGTON 


BODY 

In a politically charged atmosphere, White House officials testified before 
a federal grand jury investigating the Whitewater affair Thursday and President 
Clinton's aides delivered an attache case full of subpoenaed documents. 

The leadoff witnesses were two of Hillary Rodham Clinton's senior aides: 
chief of staff Margaret Williams and press secretary Lisa Caputo. Clinton's 
communications chief, Mark Gear an, also went to the U.S. District Courthouse to 
testify. 

"This has been a difficult day for people, it's been an emotional day," White 
House counselor David Gergen said on CNN. 

Seven other administration officials under subpoena were allowed to delay 
their appearances. 

While not accused of wrongdoing, the officials were subpoenaed in a probe of 
whether the White House intruded improperly in investigations of the Clintons' 
interest in the failed Whitewater land deal and its ties to a collapsed savings 
and loan. 

The officials all took part in meetings or telephone calls with Treasury 
aides about what was supposed to be a confidential probe of Whitewater. 

"It might have looked bad," White House counsel Lloyd Cutler said, "but when 
it becomes clear exactly what happened in those meetings, it doesn't, in my view 
at least, I don't think it amounts to very much.” He spoke in a taped interview 
on PBS' "Charlie Rose" show. 

The unusual drama of White House officials being ordered before a grand jury 
created a storm of attention at the U.S. District Courthouse. Throngs of 
photographers, cameraawn reporters staked out courthouse entrances, and 
special prosecutor Robert Piske had to be helped through the pack by federal 
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Marshals. 

A dozen dem o n strators who described themselves as members of conservative 
groups milled about the courthouse with posters reading, "Shred No More," "Peas 
Up," "Please, All Documents," and "Stop the Coverup." 

The president, in New York for a series of appearances, complained about 
people in Washington "using extreme words to characterise conduct or activity or 
positions. The other politicians do it, the media do it, always trying to twist 
it like taffy to the nth degree.” 

The president was accompanied by Bruce Lindsey, a close confidant who was 
among those subpoenaed. Another subpoenaed aide, deputy chief of staff Harold 
Ickea, flew to Cleveland to participate in a Democratic National Committee 
meeting. He said his grand jury appearance is tentatively set for next Thursday. 

"This is not Watergate,” Ickes told reporters. "This is not Iran-Contra. 

There is no coverup. There is no stonewalling. There is no obstruction of 
justice. The president and everyone else is cooperating. 

"I don't think it will have much impact," he said, "but you never know." 

9 

On Capitol Hill, Republicans kept up their demands for congressional hearings 
but, at the request of Fiske, said they would agree to a delay so prosecutors 
would get first crack at critical witnesses. 

Sen. William Cohen, R-Maine, said congressional hearings could begin by "the 
middle of Hay or perhaps even June first." Democrats are resisting the hearings, 
accusing the GOP of merely trying to make political hay at Clinton's expense. 

The subpoenaed documents were delivered to the grand jury by White House 
deputy counsel Joel Klein, associate counsel Marvin Krislov and Chris Cerf, 
general counsel for the White House Office of Administration. 

About 1,000 pages of notes, letters, m e m os, phon e logs and newspaper 
clippings related to Whitewater were collected in a week of searching by 400 
white House employees. Duplicates made up at least half of the packet, an 
administration official said. 

The white House did not exercise executive privilege to withhold any 
documents, Klein said, but he refused to say whether the president or first lady 
turned over any material. 

Klein merely said that the Clintons had complied, meaning they either had no 
documents covered by the subpoena or had turned them over. 

Between 30 and 50 employees provided documents to Piske. The papers were 
culled from a much larger batch of documents submitted by the staff and winnowed 
down by the counsel's office under the direction of Piske 's aides. 

The grand jury questioning was believed to center on the White Bouse contacts 
with federal regulators but one source said it also went into other areas 
related to the tangled Whitewater deal. 
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William* attandad a maating at which Deputy Treasury Secretary Roger Altman 
9ave White House officials a "heads up" about the probe. Gearan attended a 
meeting with Treasury officials to discuss how to handle Whitewater media 
inquiries and Caputo returned a telephone call from a federal regulator about 
Whitewater. 

Across the administration Whitewater cast a shadow. 

Treasury Secretary Lloyd Bentsen said he has had to rent a warehouse to store 
documents that might be wanted. "We've been holding back our trash to the point 
that I've had to use a warehouse ... to hold the overflow," he told a 
congressional panel. "There are 15 special investigators and internal auditors 
going through our files on my floor alone." 

Attorney General Janet Reno was questioned about Whitewater at her weekly 
news conference. She acknowledged being alerted when the Justice Department was 
asked to conduct a criminal investigation of the Madison Guaranty Savings and 
Loan, an Arkansas thrift with ties to the Clintons. 

"As I recall,” she said, "the reason I was told was because of the Clintons' 
name being mentioned in it." She said she didn't recall who briefed her or when. 

Asked if she were aware of any allegations of wrongdoing by Clinton, Reno 
said, "I would love to answer that question with all my heart and soul." 

The grand jury testimony began with Williams, Mrs. Clinton's chief of staff. 
She spent two hours in the third- floor grand jury room and, on the way out, 
stopped for a moment before the press. 

"I'm really encouraged to be participating in something where the finding of 
fact is important, as opposed to innuendo and rumormongering and gossip and 
sensationalism,” she said. 

LANGUAGE: ENGLISH 
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March 10, 1994, Thursday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 1018 words 

HEADLINE: Top Aide to Hillary Rodham Clinton Makes Grand Jury Appearance 
BYLINE: By TERENCE HUNT, AP White House Correspondent 
DATELINE: WASHINGTON 
BODY 

White House officials testified under subpoena today before a federal grand 
jury investigating the tangled Whitewater affair. President Clinton* s aides also 
delivered a stack of documents to the courthouse. 

"We produced the white House documents to the office of special counsel. All 
White House employees and staff complied. We claimed no privilege of any sort 
with respect to any documents , ” White House deputy counsel Joel Klein said after 
turning over the papers. 

Klein was accompanied by two other White House lawyers, associate counsel 
Marvin Krislov and Chris Cerf, general counsel for White House Office of 
Administration. The three spent about an hour in the courthouse. 

Margaret Williams, chief of staff for Hillary Rodham Clinton, was the first 
to arrive at the U.S. District Courthouse and spent two hours in the third- floor 
grand jury room. 

Mrs. Clinton's press secretary, Lisa Caputo, testified after the grand jury 
took a lunch break. She left the courthouse at 3:2S p.m. 

A throng of reporters, cameramen and photographers mis camped out at the 
courthouse entrances. On her way out, Williams stopped briefly before the press. 

"You can't come out of anything like this and not have a fairly healthy 
respect for the process," Williams said. "I'm really encouraged to be 
participating in something where the finding of fact is important, as opposed to 
innuendo and rumormongering and gossip and sensationalism. 

"I'm going back to work," she said, ignoring shouted questions. 

Ten officials were subpoenaed to testify, but most were given permission to 
appear later. Aside from Williams and Caputo, the only other official expected 
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to testify today was Mark Gearan, the White House communications chief. 

A stack of documents several inches thick was being turned over by White 
House lawyers this afternoon to comply with a subpoena. The documents include 
notes, telephone logs, memos and news clippings involving private Nhite House 
briefings with Treasury Department officials. 

Apparently after delivering opening remarks to the grand jury, Robert Piske, 
the Whitewater special prosecutor, left the courthouse shortly after Williams 
went into the grand jury room. "I'm not going to comment on anything except that 
the sun's come out," Piske said as he hailed a cab. Zt had been overcast and 
raining earlier. 

Caputo, accompanied by her attorney, arrived at the courthouse shortly after 
noon and went to a waiting area outside the grand jury room. 

One of the subpoenaed officials, Bruce Lindsey, a close confidant of the 
president's, accompanied Clinton on a speechmaking trip to New York. Clinton has 
denied any wrongdoing by him or his staff. 

The courthouse scene was enlivened by the presence of about a dozen 
demonstrators who described themselves as members of conservative groups carried 
banners and placards with slogans such as "Please, All Documents," "It's Ethics, 

Stupid, • "Shred No More" and "Pass Up." 

Administration officials were drawn into the Whitewater investigation last 
week by the disclosure that Clinton's aides were briefed on the probe by federal 
regulators, raising questions about whether it could have been compromised. 

On Capitol Hill, Senate Republicans demanding a separate congressional 
investigation said today they were willing to let the grand jury hear evidence 
for several months before they would insist on their public hearings. 

The disclosure of the Nhite House contacts with regulators came in 
congressional testimony by Deputy Treasury Secretary Roger C. Altman, one of the 
four Treasury officials under subpoena, who responded to a question by saying he 
had had one substantive discussion with White House officials about the 
Whitewater matter. 

The New York Times reported in today's editions that there were at least two 
additional contacts, including one last month in which Altman spoke with a 
senior White House official about whether he should recuse himself from the 
Whitewater case. 

The Times did not identify its sources, or the senior official. It quoted 
Howard Schloss, a Treasury Department spokesman, as saying Altman told the 
Senate Banking Committee he had only one "substantive conversation and he stands 
by that description." 

Attorney General Janet Reno said today she had been alerted when the Justice 
Department was asked to conduct a criminal investigation of the Madison 
Guaranty Savings and Loan, an Arkansas thrift with ties to the Clintons. 

"As I recall," she said at her weekly news conference, "the reason Z was told 
was because of the Clintons' name being mentioned in it." She said she didn't 
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remember who briefed her or whan. 

Aakad if aha wara aware of any al legations of wrongdoing by Clinton, Reno 
aaid, "X would love to answer that question with all my heart and soul." She 
would not elaborate. 

Today's grand jury deadline ended a week of high anxiety in the White House 
after the surprise serving of subpoenas on Clinton aides late last Friday. 

In one swift stroke, the subpoenas transformed the Whitewater affair from an 
annoyance for Clinton's staff to a threatening cloud over the White House, 
lending momentum to Republican cries for congressional hearings. 

While none of the White House aides has been accused of wrongdoing, the staff 
is reluctant to talk about Whitewater matters, given the weight of the grand 
jury inquiry. 

Fiske went to Capitol Hill Wednesday and pleaded with Republicans to hold off 
their hearings out of fear they would compromise his investigation. 

Congress granted immunity to crucial witnesses in the Iran-Contra hearings, a 
factor in the reversals of two convictions. 


Fiske called the White House "very responsive and cooperative" and said its 
phase of his inquiry would be completed within a few months. He said he would 
have no objections to congressional hearings after that. 


At the heart of the Whitewater investigation is the Clintons' investment in 
an Arkansas land deal and its ties to a failed savings and loan. From its 
original course, the probe has grown in several directions, including an 

examination of the conduct of White House officials. 
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March 10, 1994, Thursday, PM cycle 
SECTION : Washington Dateline 
LENGTH: 1247 words 

HEADLINE: A Real Estate Venture That Spawned a Federal Investigation 
BYLINE: By RICHARD XEIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

A small, money- losing real estate venture in rural Arkansas provided the 
name for an expanding federal investigation that has cast a cloud over President 
Clinton's White House. 

Here are some questions and answers about Whitewater. 

Q: What is "Whitewater"? 

A: The name comes from Whitewater Development Corp., a real estate venture 
President and Mrs. Clinton and their partners, James and Susan McDougal, formed 
in the late 1970s to build a vacation and retirement community along the White 
River in northern Arkansas' Ozark Mountains. The venture lost money for several 
yeara, and the Clintons sold out their interest to McDougal in 1992 for $ 1,000. 

The Clintons say they lost $ 68,900 in the deal. Clinton was governor of 
Arkansas and Hillary Rodham Clinton a lawyer in Little Rock, Ark., during much 
of this time. 

Q: What put Whi tewater into the news? 

A: News reports last October said the federal government's savings and loan 
cleanup agency had discovered that prominent Arkansans, including the Clintons, 
may have benefited from the misuse of depositor funds at the failed Madison 
Guaranty Savings and Loan Association owned by McDougal. Specifically, 
regulators recoomended that the Justice Department start a criminal probe into 
whether Madison funds were illegally diverted to pay the personal and political 
debts of politicians. Among the questions is whether SAL funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 

Whitewater was briefly an issue during the 1992 campaign, but the story then 
centered only on how much money the Clintons had invested and lost in 
Whitewater. 

Q: What is known about the possible diversion of funds to Clinton's 
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gubernatorial campaign? 

As Regulator* have questioned the source of some $ 12,000 in donations to 
Clinton's campaign that were made on Madison S&L cashier checks. Some Madison 
officials who attended a 190S fund-raiser hosted by McDougal say they used their 
own money . 

One listed donor, a college student, raised interest for a while when he said 
he never gave Clinton the donation. The student's father, Charles Peacock, later 
acknowledged he used his own money and put the donation in his son's name. 

Another Madison official has said he was reimbursed for his donation but he 
declined to say by whom. The Clinton campaign has said it would have no way of 
knowing the actual source of such donations. 

Q: What have the Clintons been accused of? 

A: Regulators have said the criminal referrals do not accuse the president or 
his wife of wrongdoing, but they do state that the Clintons may have benefited 
from questionable transactions at the SAL. The Clintons have repeatedly stated 
that all of their business dealings were aboveboard and legal. 

Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Attorney General 
Webster Hubbell and the late White House deputy counsel Vincent Foster worked 
before coming to Washington. 

Rose lawyers, including Mrs. Clinton, represented Madison S&L on a matter 
before state regulators in the mid-1980s. After Madison failed, the Rose firm 
and Hubbell won a contract from the government to sue an accounting firm blamed 
for Madison's demise. Questions have since been raised whether this constituted 
a conflict given Rose's past work for Madison and the fact that Hubbell had 
relatives with extensive financial dealings at the S&L. The government recently 
cleared Rose of conflicts but that decision is being reviewed. 

Most recently, two couriers have alleged that since the Whitewater 
investigation began they were asked to shred docuaients at the firm that carried 
Foster's initials. That, too, is under investigation, although the firm has 
denied any wrongdoing. 

Q: Why was special counsel Robert Fiske named to investigate Madison and 
Whitewater? 

A: The investigation has changed hands three times. It was initially handled 
by U.S. Attorney Paula Casey in Little Rock. Casey, a Clinton appointee, removed 
herself from the case in December amid criticism she had a conflict of interest 
because of her lengthy association with the Clintons. The case was then turned 
over to veteran Justice Department prosecutor Donald Mackey, who worked on it 
for about a month. But mounting political pressures for an independent 
investigation led Attorney General Janet Reno to appoint Fiske on Jan. 20. He is 
a former U.S. attorney in Mew York. 

Q: How much independence does he have? 

A: While Fiske technically answers to Reno, special counsels generally have 

T- * 
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operated with broad independence. However, Watergate special counsel Archibald 
Cox was fired by the Nixon administration during the "Saturday Night Massacre." 
Special counsels are different from independent counsels. Iran-Contra prosecutor 
Lawrence Walsh, the most famous independent cotinsel, reported to an appeals 
court completely separate from the Reagan and Bush administrations. 

Q: How did the Whitewater affair expand to the White House? 

A: Primarily through revelations that top Treasury Department officials and 
regulators had briefed white House officials last fall and again in February on 
the status of the investigation. The white House has acknowledged three meetings 
and some additional "incidental" contacts. Officials say the meetings were 
called to answer press inquiries about Whitewater and that nothing about the 
substance of the investigations was revealed except that the Clintons were named 
as possible beneficiaries of questionable SfcL transactions. The Clintons have 
said they were unaware of the meetings. 

The White House has expressed regret and said it has taken actions to prevent 
even the appearance of meddling in the future. One official involved in the 
meetings, former white House Counsel Bernard Nussbaum, resigned over the 
weekend. 

Q: Would congressional hearings on Whitewater imperil Fiske's criminal probe? 

A: Democrats say yes. Republicans say no. The recent Iran-Contra proceedings 
suggest, however, that public hearings on Capitol Hill can harm an investigation 
like Fiske's. The convictions of former National Security Council aide Oliver 
North and national security adviser John Poindexter were overturned when an 
appeals court ruled that congressional testimony given under grants of immunity 
had tainted the criminal proceedings against them. Prosecutors are also 
concerned that televised congressional hearings could give potential witnesses 
or defendants an opportunity to make their own stories conform with the accounts 
offered by others in a public forum. 

Q: What is Fiske investigating? 

A: Fiske's broad probe will touch on every aspect of the case, including: 

-Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons. Whitewater or other prominent Arkansans. 

-The recent contacts between the white House and S&L regulators regarding the 
Madison investigation. 

-The death of Foster last summer. His body was found in a suburban park 
outside Washington and police have concluded his death was a suicide. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company. 

-Whether any improper shredding occurred at the Rose firm and whether any of 
the firm's dealings on Madison were improper. 
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HEADLINE: Fiske sees room for Whitewater hearings on the Hill 

BYLINE: NANCY MATHIS, GREG MCDONALD, Houston Chronicle Washington Bureau; 

Staff 

DATELINE: WASHINGTON 
BODY 

WASHINGTON -- Whitewater special counsel Robert Fiske said 
Wednesday he had ""no objections" to limited congressional 
hearings into questionable contacts between White House officials 
and thrift regulators once that aspect of his investigation is 
completed. 

Fiske, who said he is still opposed to broad hearings, met 
with key Senate Republicans who said they were exploring ways that 
Congress could hold hearings without impeding his probe. They 
indicated a willingness to cooperate with the counsel on his 
request for a delay. 

”"I think it's inevitable that there will be hearings, but 
we'd like to do it in a way in which we make no doubt that this is 
not an attempt to injure the presidency," said Sen.Al D' Amato, 

R-N.Y. D 'Amato, Sen. William Cohen, R-Maine, and a top aide of 
Senate Republican Leader Bob Dole of Kansas, met with Fiske. 

D' Amato and Cohen said they assured Fiske there would be no 
congressional grants of immunity that would protect witnesses from 
possible prosecution. 

Fiske said he considered the questionable contacts between 
White House and Treasury Department officials to be a separate 
issue from his Whitewater investigation, and he expects to be 
finished with that part in a few weeks. 

""We would have no objection to congressional hearings at 
that point, so long as something can be done to protect against 
having the contents of the (Resolution Trust Corp.) referrals 
themselves come out in those hearings, * ' Fiske said. 

Fiske restated his opposition to congressional hearings into 
the Whitewater Development Corp. land venture and its relationship 
to a failed Arkansas savings and loan. The Clintons were partners 
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in Whitewater with Susan and Jamas McDougal , the owner of Madison 
Guaranty Savings and Loan, which failed in 1909 and cost taxpayers 
$ €0 million. 

""He would like to see no congressional hearings because he 
would like to have a totally free rein and opportunity to conduct 
his far-reaching and wide-ranging investigation, ' 1 Cohen said. 

""That is not going to be politically possible in this town or in 
this country. 1 • 

Fiske is investigating whether any Madison funds were 
improperly diverted to the failing Whitewater venture or to 
Clinton's 1984 campaign for Arkansas governor. He also is 
investigating the suicide last July of Vince Foster, the deputy 
White House counsel who handled the Clintons' Whitewater affairs. 

Six White House aides and four current or former Treasury' 
Department officials, including former Lloyd Bentsen aide Jack 
DeVore of Austin, were subpoenaed to appear here today before a 
grand jury investigating the staff members* discussions of the RTC 
investigation into Madison last year. 

Treasury officials, including Roger Altman, deputy secretary 
and acting RTC chief, briefed White House officials about the 
investigation's status. Bernard Nussbaum, the White House counsel, 
resigned last week as a result of the controversy. 

Clinton said he would sdVise his aides to ""be very open. 

""Just tell them what happened. Answer the questions and go 
on, ' ' he said. 

Asked whether other administration officials who attended the 
meetings might be forced to resign, white House chief of staff 
Thomas F. ""Mack" McLarty said: ""X just think that would be going 
a little too far. ' ' He continued to insist that no one in the White 
House had sought to subvert the federal probe. 

At one point, a frustrated senior White House administration 
official fed up with media questions about the matter snapped at a 
reporter: ""X think, really, that you all are carrying this too 
far. • ' 

Although only six senior presidential aides have been 
subpoenaed, some White House officials have indicated that they 
expect McLarty and Clinton adviser George Stephanopoulos to be 
subpoenaed later. McLarty said he had not been subpoenaed and 
suggested that it was unlikely. 

"”X don't expect it. X didn't attend any of the meetings," 
he said. 

The White House counsel's office prepared to turn over a 
large stack of do c u ment s and records subpoenaed by Fiske. The 
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records were compiled during • White House-wide search of computer 
and paper files for anything related to the Madison- Whitewater 
matter. Those files, an administration official said, will be 
presented to Fiske today. 

While White House officials were dogged by Whitewater 
questions. Democrats, who control Congress, spent their time trying 
to thwart Republican calls for hearings. 

Senate Democratic Leader George Mitchell of Maine said the 
Republican call for immediate hearings " N ia clear evidence that the 
purpose is purely political. This is partisan politics at its 
vrorst, the sole purpose being to embarrass the president and score 
political points. '• 

A House Banking Committee hearing scheduled for March 24 that 
Republicans planned to use to air Whitewater issues may be in doubt. 

Cable News Network reported Rep. Henry Gonzalez, D-San 
Antonio, chairman of the House banking committee, may cancel the 
March 24 hearing because the date was tentative. However, Joe 
Pender, a spokesman for Rep. Jim Leach, R-Iowa, senior GOP member 
on the committee, said he was unware of any cancellation. 


Whitewater chronology 

Events in the controversy ‘involving President Clinton's role 
in an Arkansas real estate venture: 

1978: Bill and Hillary Rodham Clinton along with James 
McDougal, who later became a savings and loan operator, purchase 
200 acres in the Ozarks for a resort development. 

1979: Whitewater Development Corp. is formed with the 
Clintons as half owners with James and Susan McDougal. 

1986: McDougal is ousted as president of Madison Guaranty 
Savings and Loan but remains as owner. Examiner's report by Federal 
Home Loan Bank Board faults the Madison for risky investments in 
real estate, low cash reserves and shoddy record-keeping. 

March 1989: Madison fails at a cost of between $ 47 million 
and $ 60 million to taxpayers. 

March 1992: In response to repeated questions about the 
Whitewater investment,. Clinton's presidential campaign issues a 
report by Denver lawyer James Lyons saying the Clintons invested 
about $ 70,000 and did nothing improper in Whitewater dealings with 
McDougal. The report, based on an examination by a Denver 
accounting firm, makes clear that incomplete or missing records 
make a complete study impossible. 
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December 1992: The Clintons sell their share in Whitewater to 
McDougal . They eventually record a $ 1,000 capital gain on their tax 
form. 

1993 

July 20: Vincent Foster, deputy White House counsel and a 
former partner of Hillary Rodham Clinton at the Rose Law Firm, is 
found dead, an apparent suicide. Documents related to Whitewater 
are among those taken from his office by administration officials 
and turned over to David Kendall, President Clinton's personal 
attorney. 

Oct. 31: Federal regulators have recommended to the Justice 
Department that a criminal investigation be conducted into 
Madison's failure. The Washington Post reports. 

Nov. 9: Republican lawmakers begin calling on Attorney 
General Janet Reno to nominate a special counsel to investigate any 
ties between Madison and Whitewater. 

Dec. 23: Clinton says he and his wife will turn over all 
records relating to Whitewater. 

1994 

Jan. 5: The White House reveals a subpoena has been issued 
for Whitewater records under terms negotiated Dec. 23 between 
prosecutors and Kendall. 

Jan. 12: Clinton asks that. a special prosecutor be appointed. 

Jan. 20: Robert B. Fiske Jr. is selected by Reno to be 
special counsel in the Whitewater case. 

Jan. 26: House Speaker Thomas S. Foley says there is no need 
for congressional hearings since ""there is no evidence of any 
credible nature pointing to misconduct by the president or the 
first lady. ' * 

Feb. 3: Federal Deposit Insurance Corp. spokesman David Barr 
confirms Hillary Rodham Clinton represented federal regulators in a 
savings and loan case against a family friend and political 
supporter. 

Feb. 4: Documents released by Rep. Jim Leach, R-Iowa, show 
that a company tied to Madison covered a $ 7,322.42 payment on a 
1985 loan to then -Gov. Clinton. 

Feb. 16: At the request of Fiske, a federal judge in Little 
Rock agrees to empanel a special grand jury to look into the 
Clintons' real estate investments. 

Feb. 25: Deputy Treasury Secretary Roger C. Altman says he 
has removed himself from the Arkansas SfcL investigation and will 
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step down March 30 as head of the savings and loan cleanup agency. 

Altman has acknowledged giving the White House a private briefing 
on the status of the investigation. 

March 2: Associate Attorney General Webster Hubbell, friend 
of the Clintons and now the No. 3 official at the Justice 
Department , acknowledges he has been questioned by his former law 
firm, the Rose Law Firm, about his billings in past cases. Hubbell 
denies overcharging the Resolution Trust Corp. or any other clients. 

March 3: Clinton orders white House aides to ""bend over 
backward' ' to avoid meddling in a federal investigation of him. 

March 4: The FBI serves subpoenas on six of Clinton's senior 
White House aides seeking testimony and documents related to the 
probe of Whitewater and Madison. 

March 5: White House Counsel Bernard Nussbaum, who had been 
involved in briefings with regulators concerning the 
investigations , resigns . 

March 7: Clinton makes an impassioned defense of his wife's 
actions and denies the Whitewater affair is anything like the 
Watergate scandal that brought down Richard Nixon. ""There will not 
be a coverup, there will not be an abuse of power in this office, ' ' 
he declares. 

GRAPHIC: Mugs: 1. James McDougal (p. 14); 2. Vincent Foster (p. 14); 3. Robert 
B. Fiske Jr. (p. 14); Graph: 4. Whitewater chronology (p. 14, TEXT); 4. 
Chronicle, Source: Associated Press 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 11, 1994 


LEXIS 1 NEXIS® LEXIS 1 NEXIS'® LEXIS 1 NEXIS® 


14880 



2458 


Page 25 


LEVEL 1 - 7 OP 23 ITEMS 

Copyright 1994 The Time* Mirror Company 
Los Angeles Times 

March 10, 1994 , Thursday, Home Edition 
SECTION: Part A; Page 1; Column 2; National Desk 
LENGTH: 1412 words 

HEADLINE: OBJECTIONS TO WHITEWATER HEARINGS BASED 
BYLINE: By MICHAEL ROSS, TIMES STAFF WRITER 
DATELINE: WASHINGTON 
BODY 

With political pressures mounting on Capitol Hill, special counsel Robert B. 

Fiske Jr. told lawmakers Wednesday that he would not object to congressional 
hearings on the Whitewater controversy provided they are limited to the question 
of possibly improper contacts between White House aides and federal banking 
regulators . 

Fiske went to Capitol Hill to ask Republican lawmakers to hold off on their 
calls for public hearings that he again said would interfere with his 
investigation. His plea came one day before senior White House aides were to go 
before a grand jury to answer questions about possible meddling in the 
Whitewater investigation. 

The White House, Fiske said, was being "very responsive and cooperative" in 
handing over documents subpoenaed by his investigators. But he said that he 
remains deeply concerned about congressional hearings interfering with possible 
prosecutions stemming from his investigation. 

In his first public c o mmen ts on the case since his appointment as special 
counsel Jan. 20, Fiske also indicated after a meeting with two Republican 
senators that he had modified his objections to their demands. 

While he would still "prefer that there be no congressional hearings," Fiske 
said, he would not object to hearings on one narrow aspect -- the meetings and 
other contacts in recent months between White House officials and regulators 
investigating the failure of Madison Guaranty Savings & Loan, a Little Rock, 

Ark., thrift that was owned by the Clintons' partner in the Whitewater 
Development Corp. 

Disclosure of those discussions raised the possibility that White House 
officials had tried to interfere with the investigation by regulators, and led 
to the forced resignation of White House Counsel Bernard Nussbaum. 

Like Madison Guaranty, Whitewater - - a real estate investment company 
also failed, costing the Clintons $69,000, according to the White House. Fiske 
is looking into allegations that President Clinton may have benefited improperly 
from his association with James B. McDougal, owner of Madison Guaranty and a 
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partner with the Clintons in Whitewater. 

Fiske met Cor more than an hour Wednesday with Sens. William S. Cohen (R~Me . ) 
and Alfonse M. D' Amato (R-H.Y.). O’Amato is the ranking Republican on the Senate 
Banking, Housing and Urban Affairs Committee. Afterward, Fiske told reporters 
that he expects to finish his review of the White House contacts within a few 
weeks and would have no objections after that to public hearings about those 
discussions as long as lawmakers did not take testimony or disclose evidence 
related to other aspects of his investigation. 

The two senators said after the meeting that they are optimistic a compromise 
can be reached with Democratic leaders and that the hearings could go forward 
without interfering with Fiske 'a investigation. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities, * O' Amato said. 

N We looked for a middle ground, " added Cohen, who said that Republicans were 
willing to cooperate with Fiske by giving him a "reasonable time frame ... in 
which to conduct his investigation before there are open, public congressional 
hearings . " 

Both he and D' Amato also reiterated that the Republicans would not seek to 
compel testimony with grants of immunity --a factor that helped result in the 
reversal of several convictions during congressional hearings on the Ronald 
Reagan Administration's Iran-Contra scandal. 

It is not clear how many Republicans would be satisfied with the prospect of 
Whitewater hearings focused as narrowly as Fiske wants. 

Quoting from a letter that Fiske sent to congressional leaders Tuesday, 

Senate Majority Leader George J. Mitchell (D-Me . ) said that public hearings of 
any type risk doing fatal damage to the investigation by disclosing information 
currently before the grand jury. 

"We need to allow Mr. Fiske to do his job," Mitchell said. He argued that the 
"demand for immediate hearings is clear evidence that the purpose is purely 
political . . . partisan politics at its worst." 

The Republicans, he added in an angry speech on the Senate floor, are trying 
to "seize upon Whitewater in a blatantly partisan effort to' embarrass and -weaken 
the President." 

But GOP lawmakers, noting that the Democrats turned aside similar arguments 
by Republicans as they launched numerous investigations of scandals during the 
years that Presidents Reagan and George Bush occupied the White House, 
confidently predicted that public pressure would eventually force the Democrats 
to give in. 

"Obviously the majority does not want to have hearings now, " Cohen said. "But 
they are under pressure because of the double standard that is being applied to 
Republican and Democratic administrations." 
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Cohen predicted that, es the "revelation* start tumbling out, the Democrats 
will find ... it politically impossible” not to agree to public hearings. 

Republicans, he contended, "do not want to pillory the President or Hillary 
Clinton.” But he said that only full public disclosure can dispel ”a cloud 
(that) is forming over the presidency.” 

Mhile Democrats in the Senate stood firm against any hearings. House Speaker 
Thomas S. Foley (D-Waah. ) and other Democratic leaders met with their Republican 
counterparts to discuss a possible compromise. Republicans afterward sounded 
optimistic. 

■He are not at an impasse right now, ” said House Minority Whip Newt Gingrich 
(R-Oa.). "He made a little ground today with the Democratic leadership.” 

"Z'm optimistic,” said Rep. Henry J. Hyde (R-Zll.), chairman of the House GOP 
Policy Committee. ”Ne don't think they slammed the door, in our face.” 

Taking advantage of a House rule that gives the minority the right to call 
its own witnesses at committee hearings, the Republicans hope to take testimony 
from some 40 Whitewater- related witnesses at a Resolution Trust Corp. oversight 
hearing of the House Banking Committee March 24. 

But Fiske indicated Wednesday that he would object to some of the witnesses 
appearing at that hearing. Democratic sources said it is doubtful that Committee 
Chairman Henry B. Gonzalez (D-Tex. ) would call all of the witnesses requested by 
the Republicans. Even if he does, many of them are unlikely to appear because 
the Democrats on the committee have refused to agree to subpoena them. 

Zn the meantime; as the White House continued to collect and turn over stacks 
of documents to investigators* Clinton told reporters that he has instructed the 
10 Administration officials summoned to appear before a grand jury today to 
cooperate fully, ”answer all the questions” and "be very open.” 

Among the officials to testify are Nussbaum, the former White House counsel; 
Communications Director Mark D. Gear an; Margaret Williams, chief of staff to 
Mrs. Clinton, and Lisa Caputo, Mrs. Clinton's press secretary. 

The appearances of at least two other of Clinton's senior aides, Bruce 
Lindsey and Harold M. Ickes, were postponed until later in the week, sources 
close to them said. 

In a related development Wednesday, a second courier at the Rose Law Firm 
said that he believes a box of documents bearing the initials of the late White 
House Deputy Counsel Vincent Foster was shredded at the firm after Fiske 's 
appointment was announced on Jan. 20. 

The courier, Clayton Lindsey, said last week that he could not recall whether 
he and fellow courier Jeremy Hedges destroyed the box of files before or after 
Fiske was appointed. The date could be important because Fiske 's investigation 
includes reviewing the circumstances of Foster's apparent suicide last July. 

Hedges told the New York Times on Tuesday that he and Lindsey were ordered to 
shred the documents after Fiske 's appointment. Lindsey, a roommate of Hedges, 
said in an interview with the Los Angeles Times on Wednesday that "to the best 
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of our knowledge" the shredding took piece after Jan. 20. 

The Rose firm haa denied that any documents belonging to Foster have been 
destroyed since Fiske's appointment and says four witnesses at the firm are 
prepared to testify to that effect under oath. The couriers claim the box and 
files inside it contained Foster's initials and documents they saw bore his 
signature. 

Times staff writers tfilliam J. Baton and David Lauter contributed to this 
story. 

• CLINTON STRATEGY: His efforts to control debate do not succeed with ethical 
questions like Whitewater. A18 

GRAPHIC: Photo. Whitewater special counsel Robert B. Fiske Jr., left, and Sen. 
Alfonse M. O' Amato (R-N.Y. ) , who is pushing for congressional hearings. 
Associated Press 
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What are investigators looking for concerning the President's earlier 
involvement with a real estate venture known as Whitewater? How serious are the 
charges? As the controversy builds, here is a look at the case: 

Q a A 

Q: What is Whitewater? 

A: The name comes from Whitewater Development Corp., a real estate venture 
Bill and Hillary Rodham Clinton and their partners, Jasms B. and Susan McDougal, 
formed in the late 1970s to build a vacation community in Arkansas. 


Q: what put Whitewater into the news? 

A: Last fall the Resolution Trust Corp., the savings-and- loan cleanup agency, 
referred questions about McDougal* ■ failed SAL to the Justice Department for a 
possible criminal probe. Among the questions were whether funds from McDougal* s 
Madison Guaranty Savings 6 Loan Assn, were illegally diverted to pay the 
personal and political debts of Arkansas politicians and whether funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 


Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Atty. Gen. 
Webster Hubbell and the late White House deputy counsel Vincent Foster worked 
before coming to Washington. Mrs. Clinton and other Rose lawyers represented 
Madison SAL in the mid-1980s. After Madison failed, the government sought 
damages from an accounting firm it blamed in the failure, and it hired the Rose 
firm and Hubbell to handle the suit. Questions have been raised whether that 
constituted a conflict, given Rose's past work for Madison and the fact that 
Hubbell had relatives with extensive financial dealings at the SAL. The 
government recently cleared Rose of conflicts but that decision is being 
reviewed. 
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Q: How did the Whitewater affair expand to the White House? 

A: After Poster's death last summer, which was ruled a suicide. White House 
Counsel Bernard Nussbaum screened Foster's White House papers before allowing 
police investigators access. That and the delay in sealing Poster's white House 
office led critics to question whether documents related to Whitewater and 
Madison might have been removed. Last fall and again in February, top Treasury 
Department officials and regulators briefed White House officials on the status 
of the Whitewater probe, prompting questions about whether the White House was 
trying to meddle in the investigation. Nussbaum resigned Saturday. 

The Critical Questions 

Special counsel Robert B. Fiske Jr.'s probe will touch on every aspect of the 
case , including : 

• Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 

* The recent contacts between the White House and S&L regulators regarding 
the Madison investigation. 

• Foster' 8 death. 

* whether any improper shredding occurred at the Rose firm. 

Public Concern Grows 

Half the public now believes that Whitewater is a serious matter, an ABC News 
poll found. 

View of Whitewater 
Serious matter, needs 
full-scale federal investigation 
Not serious, should be dropped 
Not serious, but investigate* 

* answer volunteered. Poll taken March 7 of 525 adults nationwide. Margin of 
error is plus or minus 5 percentage points. 

A Little Place in the Country 

The small, money-losing real estate venture known as Whitewater was located 
along the White River in the Ozark Mountains. In 1980 , seeking to promote the 
Arkansas vacation development, Hillary Rodham Clinton borrowed $ 30,000 to 
finance this model home. The loan came from a bank owned by her partner, James 
B. McDougal, and the loan payments were made by the Whitewater partnership. The 
three -bedroom, ranch-style home was built on 2.7 wooded acres. The Clintons say 
they lost $68,900 on the entire venture. 

Key Moments 

•78 


March Jan . 
49% 33% 

30% 36% 

11% 13% 
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Aug. 2: The Clintons form a partnership to develop 230 aeres along the White 
River. 

■05 

April: Partner James B. McDougal hosts a party at his Madison Guaranty 
Savings & Loan that raises $35. 000 toward retiring Clinton's 1984 gubernatorial 
campaign debt. 

' 8 < 

October: Madison Guaranty is seized by federal regulators. 

•92 


NOv. 3: Clinton is elected President. 

December, 1992: The Clintons sell their interest in Whitewater development to 
James McDougal for $1,000. 

•93 

July 20: Deputy White House counsel Vincent Poster's body is found in a 
Virginia park. His death is ruled a suicide. 

November, 1993: The Justice Department begins investigating Madison at the 
suggestion of the Resolution Trust Corp. 

•94 

Jan. 20: Atty Gen. Janet Reno appoints former U.S. Atty Robert B. Fiske Jr. 
as special counsel to take over the Whitewater probe. 

Feb. 9, 1994: Press reports say Rose Law Firm, Hillary Rodham Clinton’ ■ 
former employer, shredded documents relating to Whitewater. The firm issues a 
denial . 

March 4, 1994: Fiske subpoenas 10 Clinton Administration officials. 

Researched by D'JAMILA SALEM / Los Angeles Tines 

Source: Associated Press, Times staff reports 

GRAPHIC: Photo, A Little Place in the Country GEOFFSREY HARTMAN / For The 
Times; Photo, James B. McDougal ; Photo, Hilary Clinton ; Table, Understanding 
Whitewater / Los Angeles Times ; Map, A Little Place in the Country / Los 
Angeles Times 
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BODY 

After years of plaguing the leaders of his own party, maverick Republican 
Rep. Jim Leach is emerging as one of President Clinton's most formidable 
adversaries in the Nhitewater controversy. 

The 51-year-old Iowa lawmaker demonstrated his resolve this week by pushing 
ahead with plans to turn a planned House Banking, Finance and Urban Affairs 
Committee hearing into an inquiry into the Whitewater tangle. He is doing so 
despite special counsel Robert B. Fiske Jr.'s contention that congressional 
inquiries could hurt his own investigation into possible criminal violations 
stemming from Whitewater. 

The issues of government integrity and abuse of power involved in the matter 
are broader than Fiske 's prosecutorial concerns, Leach argued in a letter to 
Fiske. Earlier, Leach, the ranking Republican on the committee, predicted in a 
telephone interview that the hearing, tentatively set for March 24, would be of 
"blockbuster proportions." 

Ostensibly, the hearing is an exercise of the committee's responsibility for 
overseeing the Resolution Trust Corp., the agency charged with reviving the 
scandal - racked and debt -ridden savings and loan industry. 

But committee Republicans, spearheaded by Leach, have served notice that they 
intend to use their time to call a broad roster of people connected with 
Madison Guaranty Savings & Loan, which is at the heart of the Whitewater 
controversy, as well as officials of the Clinton Administration who have been 
linked to the case. 

Fiske is looking into allegations that then-Gov. Clinton may have benefited 
improperly from his association with James B. McDougal, owner of Madison 
Guaranty and a Clinton partner in an Ozark real estate firm known as Whitewater 
Development Corp. The inquiry also encompasses the role played by First Lady 
Hillary Rodham Clinton and the Rose Law Firm, of which she was once a partner, 
in representing Whitewater and Madison Guaranty. 
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When he began looking into Whitewater. Leach said, he believed that nothing 
more eerioua was involved than a violation of ethical standards and "the spirit 
of the law." But now he says: "I am increasingly coming to the conclusion that 
we have an issue that also relates to the letter of the law. " 

Coming from Leach, with his reputation for high-minded and well-informed 
independence built during 10 terms in the House, such ominous talk is harder for 
the President and his allies to shrug off chan if it had emanated from most 
other Republicans. 

"The reason he (Leach) was able to bring this issue to the front is his high 
standard of integrity and his expertise in banking," former Rep. Dave Nagle 
(D-Iowa) said of his onetime colleague. "Even out here in Iowa where Clinton is 
doing well at the polls, people said if Jim Leach is looking at Whitewater, he 
should be heard." 

"The thing that stuck out about Leach was that he wasn't going to let 
anybody, even the President of his own party, dictate how he was supposed to 
represent his own district," recalled Jim Maddy, executive director of the 
League of Conservation Voters, who remembered Leach's opposition to President 
Ronald Reagan's environmental policies a decade' ago. 

Maddy said Clinton aides are making a mistake when they respond to Leach's 
comments about Whitewater by accusing him of excessive partisanship. "This is a 
person of stature and integrity, " he declared. 

Leach signaled the independence that would be his hallmark in public life 
when he resigned from the Foreign Service in 1973 in protest of President 
Richard Nixon's firing of Watergate special prosecutor Archibald Cox. 

Once in Congress he caused distress for GOP chief executives and 
congressional leaders by supporting the nuclear freeze, opposing military aid to 
the Contras in Nicaragua and calling for the resignation of then-Atty. Gen. 
sdwin >*•••• xxx becaua* of the Iran-Contra scandal, in which the Reagan 
Administration converted proceeds from secret arms sales to Iran to fund the 
guerrillas. 

Paul Begala, the Clinton political adviser who has taken on the task of 
hitting back at what he calls Leach's innuendo and "scurrilous rhetoric," 
acknowledged that he has been frustrated by Leach's "Bambi blue eyes and 
soft-spoken Midwesterner manner," as well as his reputation for integrity. 

"I believe Leach deserves the good reputation he has," Begala said. "But I 
think he is putting all that reputation on the line for the proposition that 
Bill and Hillary Clinton are crooks." 

Leach's admirers, however, said his concern with Whitewater transcends the 
fate of the Clintons or any partisan concern and is rooted instead in the reform 
tradition nurtured in the Upper Midwest. 

"He gives you the impression of someone who is concerned about the governing 
process and the ability of this country to survive," said Clark Pellett, another 
Iowa native and now a Republican ward committeeman in Chicago, after hearing 
Leach speak on Whitewater at a GOP dinner in the Windy City last week. 
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Pellett said Leach's 20-minuta talk was "very intellectual and scholarly." 
During Che question period, when asked about Clinton's own involvement In the 
affair, Pellett recalled, "he said he had to be very clear there isn't any 
allegation whatsoever against the President or the First Lady that has been 
substantiated. " 

Leach himself contends that his current absorption with Whitewater stems 
naturally from his longstanding concern about the savings and loan industry. He 
sounded the alarm early and often against the debacle that overtook the industry 
in the late 1980s. 

GRAPHIC: Photo, Rep. Jim Leach 
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With Boss Besieged, Gergen Minds Himself 
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BODY 

David R. Gergen was hired to salvage President Clinton's reputation. Now he 
is trying to salvage his own. 

Mr. Gergen, a former Republican aide who basked in accolades, perhaps 
overblown at times, for turning the Democratic President's fortunes around last 
sunner, has become the man most mistrusted by the most fervent Clinton loyalists 
in the White House. As he went underground during the heat of the Whitewater 
affair, apparently forsaking his role as chief White House spin doctor, the 
President's counselor also became the target of a whispering campaign unusual 
for a Presidential team that is fairly collegial by Washington standards. 

Now, after weeks of keeping out of sight, Mr. Gergen has re-emerged on 
television and has resumed defending Mr. Clinton. But more important, the 
self -described knight errant of last summer, a man who in days of yore was hired 
to make Richard M. Nixon, Gerald R. Pord and Ronald Reagan more appealing to the 
public, is trying to preserve his own reputation. 

when a reporter asked him for an interview on where he had been all these 
weeks, Mr. Gergen sought to persuade him to write about newly aggressive efforts 
by Thomas F. McLarty 3d, the White House chief of staff, to contain the 
Whitewater affair. "This is not a story," Mr. Gergen said of his re-emergence. 

"The real story is Mack taking charge." 

Then Mr. Gergen tried a different tack. In a demonstration of his skills at 
damage control, he deployed his few remaining, albeit powerful, allies in the 
Administration. Prom the Vice President to the chief of staff and on down, they 
besieged a reporter with phone calls and offers for interviews so they could 
extol Mr. Gergen' s virtues. 

"I think he's extremely valuable to the President," said Vice President A1 
Gore, "and gives both depth and breadth to the overall team supporting the 
President . " 

Mr. McLarty, who came up with the idea for the President to hire Mr. Gergen, 
said, "The President has felt that David was totally committed to this 
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Administration. " 

Uncharitable Whispers 

Daapita such compliments, the questions about Mr. Qergen have been rife for 
several weeks: what happened to him? Why wasn't a veteran of the Watergate 
scandal front and center in protecting the President on this one? 

As is always the case with Mr. Qergen, the answer is not so simple. He says 
he was not invited into the inner circle of Clinton aides handling the 
Whitewater affair. His friends say that the White House aides who are veterans 
of the election campaign don't trust Mr. Qergen and so shut him out. 

As for the many White House officials whom Mr. Qergen did not ask to talk 
about him today, their opinions about him (always offered in private) were not 
particularly kind. The most common accusations: He is not loyal to the President 
and First Lady. He intentionally stayed clear of the Whitewater matter. He will 
soon leave the white House and cash in on his connections. He leaks negative 
information to the press. He tries to tug the President to more moderate 
positions. He is a self -promoter who tries too often to get in the picture with 
the President (staff aides call it "pulling a Qergen") . 

Mr. Qergen has heard many of these charges again and again ever since 
becoming part of the Clinton White House. Sitting for an interview today in his 
favorite wing chair in his basement office, under the signed photograph of him 
surrounded by former Presidents Nixon, Reagan, Ford and Jinny Carter (the only 
one he didn't serve), Mr. Qergen put in motion the lesson he learned so well in 
the Nixon white House: to dispute the attacks point by point. 

What Long Knives? 

Playing down the criticism as unavoidable, Mr. Qergen said: "Former member 
of the press, former participant in Republican Administrations, close to the 
so-called establishment. Three strikes and you're out.” 

While his friends say he is frustrated by the attacks, Mr. Qergen insists he 
is not. Speaking of his service for Republican Presidents, he said: "X have seen 
knives flash in the night that have been much longer and much more dangerous 
than the knives around here. Xt would have been foolish and naive to come in 
thinking X would be a welcome player for everyone who worked their heart out for 
Bill Clinton in the campaign.” 

In a bit of self-congratulation that was also a. jab at his critics, Mr. 

Qergen said, "The sentiment was, 'Once we got out of the ditch, now that we're 
doing so well, why do we need him around?' ” 

Mr. Qergen, who is Si, only hints at why he thinks some associates are out to 
get him. His defenders say the attacks are from younger liberals in the White 
House who view with disdain his position as a member of the Washington 
political/media establishment. 

"There are a lot of liberals and a lot of twentysomethings on the White House 
staff who don't appreciate that a guy with his ideas is that close to the 
President," said Ben J. Wattenberg, a conservative Democrat who is an analyst at 
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the American Enterprise Institute. "He is much more substantive then 98 percent 
of journalists in Washington, and this is not true of every twentysome thing kid 
working on the Clinton White House staff.” 

•I’m a Fan' 

John Podesta, the President’s staff secretary whose office is next to Mr. 
Gergen's, leaped to his defense. "I think of myself as one of the more partisan 
people around here, and I’m a fan,” he said. Mr. Podesta went as far as to 
challenge some of his colleagues and suggest why they dislike him. ”1 think 
whispering attacks are always unfair,” he said. "Maybe it’s a little bit age, 
maybe a little bit establishment.” 

Perhaps because he holds more moderate views than Hillary Rodham Clinton, Mr. 
Gergen was cut out of the group involved with health care, the President's 
biggest domestic initiative. And Harold M. Ickes, the deputy chief of staff, who 
seems to have replaced Mr. Oergen as the White House's rescuer, is heading the 
Whitewater damage control effort. 

Mr. Ickes is a liberal who is closer to the Clintons than Mr. Gergen and is 
well liked by aides who ere not close to Mr. Gergen, like George Stephanopoulos , 
the senior adviser. But Mr. Gergen 's detractors said that even before Mr. 

Ickes 's arrival, Mr. Gergen was slow to involve himself in the Whitewater 
morass. (Mr. Gergen ' s backers note that he had argued for the White House to be 
more forthcoming on Whitewater from the start.) 

In an interview, Mr. Ickes denied he was battling Mr. Gergen over turf. But 
Mr. Gergen ’a comment about Mr. Ickes was less than effusive. "Harold and I have 
formed a better relationship,” he said. 

Because of his history as a Republican, Mr. Gergen said, he had taken himself 
out of the White House political operation during the mid-term campaign season. 
That has left him to spend much of his time on foreign policy and military 
matters, producing friction with Anthony Lake, the national security adviser. 

As politically attuned as he is, Mr. Oergen has at times exposed himself to 
criticism, as when he invited John D. Bhrlichman of the Mixon White House and 
Watergate fame to lunch at the white House mess last November. "I'm not walking 
away from my friends,” Mr. Gergen said. "The President wouldn't want me to do 
that. " 


More recently, rumors were rampant that Mr. Gergen planned to jump ship to 
become Washington bureau chief for ABC News. Mr. Gergen denied that he was 
negotiating with ABC and said that looking for a job while he was serving the 
President would pose a conflict of interest. 

Mr. Gergen says he has no intention of leaving before the end of the 
legislative session this year and may hang on into next year. Even his 
detractors admit that he has been valuable in bringing perspective to the white 
House and acting as the President's ambassador to the establishment. 

Whenever Mr. Gergen does leave, he won't be welcomed with open arms back into 
the Republican fold. Even Mr. Reagan, speaking at a recent dinner here, joked 
about Mr. Gergen 'a switching to work for a Democratic Administration. Much like 
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the White House liberals. Republicans gleefully gossip about the troubles of a 
man who has long been a master at putting himself in a flattering light through 
quotations in the newspapers. 

Take Mr. Gergen's performance on "Nightline" Monday night. "I've come out of 
hibernation tonight to be on your show." he said. Many Republicans and Democrats 
interpreted that to mean that he had had nothing to do with the Administration's 
handling of Whitewater. 

GRAPHIC: Photo: The President's counselor, David R. Gergen, says he was not 
included in the inner circle of aides on the Whitewater matter. (Stephen 
Crowley /The Hew York Times) 
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Roger C. Altman, the Deputy Treasury Secretary, spoke with at least one 
senior White House official last month about whether Mr. Altman should recuse 
himself from a Resolution Trust Corporation inquiry into an Arkansas savings and 
loan with ties to the Clintons, Administration officials said today. 

The officials said Mr. Altman had not been given any specific advice. 

Mr. Altman's raising of that delicate issue came in one of two contacts 
between him and the White House about the agency's investigation that has not 
been disclosed, the Administration officials said. 

In Congressional testimony last month, Mr. Altman, who is the acting head of 
the Resolution Trust Corporation, a regulatory agency that is administering the 
savings and loan bailout, admitted that he had taken part in one discussion with 
the White House about the inquiry. A day after the testimony, which prompted 
harsh criticism from Congressional Republicans, he recused himself from further 
deliberations about it. 

Mr. Altman is one of 10 senior Administration officials whose testimony has 
been subpoenaed by the special counsel investigating the Clintons' real estate 
deals in Arkansas and the failure of the savings and loan. He now intends to 
disclose the additional contacts to Congress and a Federal grand jury, the 
officials said. 

An Administration official said the new disclosure about the two contacts 
were among scores of additional contacts that had been recalled by White House 
and Treasury aides since the disclosure of three private meetings on the status 
of the Federal inquiry prompted the special counsel, Robert B. Fiske Jr., to 
issue subpoenas for any information about them. 

While President Clinton acknowledged on Tuesday that some previously 
undisclosed contacts had taken place, the fact that Mr. Altman took part in at 
least two of the discussions was the first detail to emerge. Asked today why Mr. 
Altman had not told Congress about the discussions, a Treasury Department 
spokesman, Howard Schloss, said, "Mr. Altman testified on Feb. 24 that he had 
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only on* substantive conversation, and ha stands by that description. " 

Mr. Schloss would say only that in reviewing his papers in recent days Mr. 
Altman had "found that there may have been other conversations, but he considers 
them not substantive.” Another Administration official sympathetic to Mr. Altman 
said both meetings fell under Mr. Clinton's blanket description of incidental. 

As the white House prepared to hand over to the special counsel a 
six- inch- thick stack of documents about the meetings, Mr. risks met with 
reporters today and praised the President and his aides for being "very 
responsive" in cooperating with the inquiry. 

'Tell What Happened' 

But deep tension still prevailed at the White House, where a senior Clinton 
aide who met Mr. Altman and Treasury Secretary Lloyd Bentsen in a hallway today 
hesitated to greet them for fear that extended conversation would be construed 
as an official contact. 

With as many as four White House aides scheduled to appear in Federal 
District Court here on Thursday to testify before a grand jury, Mr. Clinton 
described his advice to them as: "Just tell them what happened. Answer the 
questions and go on. Be very open." 

But at least six of those who received subpoenas, including Mr. Altman, have 
won permission to postpone their testimony until next week or later, lawyers 
involved in the case said today. Among others given permission to put off their 
court appearance, the lawyers said, are Harold M. I ekes, a deputy White' House 
chief of staff, whose lawyer wanted more time to prepare; and Bruce Lindsey, a 
special adviser to Mr. Clinton. 

Aides to Mr. Clinton have said that they expect other White House officials 
to be subpoenaed soon, and George Stephanopoulos , the senior adviser to the 
President, has hired a lawyer in anticipation of being called. 

None of the four Treasury Department officials will testify, an 
Administration official said, largely because the department itself is not 
likely to meet the Thursday deadline set by Mr. Piske for the submission of 
documents . 

But of the White House officials who were served with subpoenas last Friday, 
only Margaret Williams, Hillary Rodham Clinton's chief of staff, and Lisa 
Caputo, Mrs. Clinton's press secretary, were expected to testify on Thursday. 
Lawyers involved in the case said it was uncertain whether Bernard W. Nussbaum, 
the White House counsel who resigned on Saturday, and Mark D. Gear an, the White 
House communications director, would appear. 

Any sharing of confidential information with the White House about the 
inquiry by the Resolution Trust Corportion trust into the Arkansas institution, 
Madison Guaranty Savings and Loan, is sensitive because a request by the 
agency for a criminal investigation on the topic listed Mr. Clinton and his 
wife, Hillary, as possible beneficiaries of improper actions by the institution. 
The savings and loan lies at the center of Mr. Fiske's review of the Clintons' 
investment in an Arkansas land venture, the Whitewater Development Company. 
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Administration officials familiar with previously undisclosed contacto 
involving Mr. Altman refused today to identify the senior White House aide or 
aides involved. While Mr. Schloss refused to comment about it, an official 
sympathetic to Mr. Altman said he simply wanted to put the White House on notice 
that he was considering whether to submit to Republican calls that he recuse 
himself from the regulatory deliberations about Madison Guaranty. 

But that official and others acknowledged that the evidence of previously 
undisclosed meetings to be handed over to Mr. Piske will prove at least 
embarrassing for people like Mr. Altman. 

Asked by Senate Banking Committee on Feb. 24 about any communication he had 
with the White House on the regulatory inquiry into Madison Guaranty, Mr. 
Altman described his participation in one meeting and did not amend that account 
even in a follow-up letter on March 3. 

GRAPHIC: Photo: President Clinton leaving the Oval Office yesterday after 
commenting on the Whitewater investigation during a session on an earned- income 
tax credit. With him were Vice President A1 Gore; Peggy Richardson, the 
Commissioner of the Internal Revenue Service; Roger C. Altman, the Deputy 
Treasury Secretary; Secretary of Agriculture Mike Espy, and Donna E. Shalala, 
the Secretary of Health. (Stephen Crowley/The New York Times) 
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Republicans in Congress today dismissed the concerns of the Whitewater 
special prosecutor that public hearings on the affair could disrupt his 
investigation. But the Republicans promised the prosecutor, Robert B. Fiske Jr., 
that if such hearings were held. Congress would not grant witnesses immunity 
from prosecution. 

Still, after an hourlong meeting with two Republican Senators, Alfonse M. 

D* Amato of New York and William S. Cohen of Maine, Mr. Fiske said, "I would 
prefer that there be no Congressional hearings.” 

But Mr. D'Amato, the top Republican on the Banking Committee, said, "I think 
it's inevitable that there will be hearings." 

In an odd role reversal. Democrats, who ignored the pleas of the special 
prosecutor when they wanted to hold Iran* contra hearings during the Reagan 
Administration, seized today on Mr. Fiske 's qualms and held fast against a 
Congressional investigation. 


At Least One Hearing 


At least one day of public Congressional testimony seems bound to occur. 

That will be on March 24, when the House Banking Committee holds a hearing on 
the status of the savings and loan bailout. Republicans, seizing a chance to ask 
questions about ths~'ffhitewater matter, have asked 40 witnesses, including 
several top Administration officials, to appear. 


Since the White Rouse has promised to cooperate and since damage can probably 
be contained at a one -day session, the senior officials will probably testify. 

But with Democratic majorities in the Senate and the House of 
Representatives, no full Congressional investigation can occur over their 
objection. Republicans are hoping they can force the Democrats to relent by 
accusing them of holding to a double standard whan a Democrat is in the White 
House, but so far the public pressure has not reached the point where Democrats 
feel they saast comply. 
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Mr. Fiske 's arguments notwithstanding, the question of whether extensive 
public hearings will ever occur will turn exclusively on politics. Republicans 
hope to undercut the Administration using the issues of the real estate dealings 
of the President and his wife, Hillary, in Arkansas and the collapse of 
Madison Guaranty, the savings and loan run by their partner in the Whitewater 
Development Company venture, James B. McDougal. Democrats appear willing to go 
to the mat to prevent that. 

'Counsel of the Special Counsel' 

The Senate majority leader, George J. Mitchell of Maine, was interviewed on 
all the television networks this morning, arguing that Congress should not 
rebuff Mr. Fiske. 

Later this morning, at a news conference. Speaker Thomas S. Foley of 
Washington said: "I don't see any reason for hearings. I think we ought to pay 
special attention to the counsel of the special counsel, Mr. Fiske." 

And after a caucus meeting of all Democratic representatives this morning, 
Representative Steny H. Hoyer of Maryland, the chairman of the caucus, said in 
an interview, "I don't know a single one who thinks hearings are needed." 

After a meeting of leaders from both parties in the House this afternoon. 
Representative Newt Gingrich of Georgia, the Republican whip, said he did not 
believe that the Democrats had completely ruled out a Congressional hearing. But 
he said, "If we have to go to the country and talk about a cover-up Democrat 
Congress, we can do that, but we'd rather not." 

Without strong political pressure from outside Washington, the Democrats are 
unlikely to agree to a Congressional investigation. 

So far, public opinion seems to be on the side of the Democrats. An ABC News 
poll of 525 adults taken by telephone Monday night found that only 22 percent 
believed Republicans were "standing up for what they think is right," while 58 
percent said the calls for a Congressional investigation merely represented 
Republicans "trying to score political points against Clinton." The margin of 
sampling error was plus or minus five percentage points. 

The immunity issue is important because a Federal appeals court overturned 
the Iran-contra convictions of Oliver L. North and John M. Poindexter on the 
ground that the trials had been tainted by their immunized Congressional 
testimony in 1987, saying the recollections of prosecution witnesses might have 
been swayed by the Congressional hearings. 

Congress granted Mr. North and Mr. Poindexter immunity because otherwise they 
would have asserted their Fifth Amendment right against self -incrimination. 

The Iran-contra prosecutor, Lawrence E. Walsh, warned at the time that the 
grants of immunity could hamper his investigation. But Democrats in Congress 
rejected that argument, insisting, as the Republicans are now in the case of 
Whitewater, that a full and immediate airing of the facts should be paramount . 

In the current situation, immunity might not be needed to conduct hearings, 
since it is unlikely that Administration officials would invoke the Fifth 
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Amendment. President Clinton end the new white House counsel. Lloyd N. Cutler, 
seid Tuesday that they expected officials to cooperate fully. 

With that in mind, Mr. Cohen, the most experienced investigator among 
Republican senators, and Mr. D' Amato pledged to give Mr. Fiske weeks or even 
months to prepare his cases before they would ask for hearings. 

Mr. Piske suggested that in a few weeks, or months at the most, he might be 
able to complete his investigation into the meetings of white House and Treasury 
Department officials on Whitewater developments. He said he would then be 
comfortable with Congressional hearings restricted to those matters, as long as 
Congress did not delve into the underlying issues. 

Mr. Fiske offered to meet with Representative Jim Leach of Iowa, the top 
Republican on the Banking Committee, but Mr. Leach declined, saying such a 
meeting would be inappropriate. 

N I did not want to compromise his work, and I did not want him to compromise 
mine,” Mr. Leach said today. He said, however, that Republican investigators 
working under him had turned over a material they had gathered, which he would 
not describe, to Mr. Fiske. 

GRAPHIC: Photo: The independent prosecutor investigating Whitewater, Robert B. 
Fiske Jr., left, at a meeting yesterday in which he discussed the possibility of 
Congressional hearings that might overlap his inquiry. With him were Senators 
Alfonse D' Amato of New York and William S. Cohen of Maine, both Republicans, as 
well as Roderick Lankier, the head of the Washington office of Mr. Fiske' s 
investigation. (Paul Hosefros/The New York Times) 
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Amazingly, Tuesday was the second anniversary of the New York Times article 
that broke the Whitewater mess - - as tfhitewatergate is known to those of us who 
have not yet convicted the President. But it was just last weekend that the 
16-year-old collision of a failed land deal and a failed S.&L., a story 
comprehensible only with Rube Goldbergesque flow charts, became a national 
craze . 

What changed? In substance Whitewater may have little in common with 
Watergate — an abuse of power by a President in office -- but in form 
Whitewater has now started to mimic Watergate as cheesily as "Pretty Woman" 
replays "Pygmalion." 

Last week we got our first smoking gun (the meetings of White House and 
Treasury aides) and Saturday night mini-massacre (of Bernard Nussbaum) . Not to 
mention subpoenas by a grand jury, shredded documents, threats of Congressional 
hearings and the Vice President's infelicitous talk of a White House "firewall" 
("firestorm" meets "stonewall"?) . Hovering above it all is Vincent Foster's 
suicide, far more compelling than Watergate's one mysterious fatality (remember 
the air-crash death of Mrs. Howard Hunt?) . 

Asked by The Washington Post why television coverage of Whitewater was 
minuscule late last year, a CBS News producer said, "It's one of the most 
difficult stories to explain that I've ever encountered." This week an ABC hand 
said why the once -impenetrable yarn now leads the evening news: "Whitewater is 
no longer all in the past. It has a foreground set in the White House, with a 
clear narrative line being played out in real time. A perfect television 
scenario." Viewers can indeed follow the White House Whitewater drama of 1994 
without even understanding the Arkansas Whitewater story of 1978. 

What will hasten the narrative's end? Those of us who would like to see Bill 
Clinton's promising Administration get back to serious business cannot just wish 
the mess away, especially given the White House's propensity to "screw up" 

(David Gergen's spin) or "cover up" (as Mr. Integrity, the Republican Senator 
Alfonse D' Amato, insinuates) . But one early step was suggested during the 
President's Tuesday news conference with his new counsel , Lloyd Cutler, when 
Brit Hume asked if the First Lady might hold her own Whitewater press 
conference . 
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"I think I'll 1st her apeak Cor herself," was Mr. Clinton's non-rsply. To 
which the unspoken follow-up question must be: Why doesn't she? 

Hillary Rodham Clinton, after all, is among the most revered people in the 
country. Many, possibly most, Americans have accepted her in her 
precedent -breaking role as a partner in her husband’s Government . And, as the 
week's events have made perfectly clear, she is at or near the center of nearly 
every Whitewater event, '78 and *94. 

Since she has the political capital, the firsthand knowledge, the poise and 
braina to answer many of the growing list of Whitewater questions, why not do 
so? Especially since the health-care plan she steered hangs in the balance. 

Yet Mrs. Clinton persists in ducking the press. The same counterproductive 
secrecy that whipped up suspicions about her task- force meetings on health care 
still rules. When she appeared in Hew York last week to tour a hospital, 
reporters were kept out of conversational range. Not even the subsequent 
departure of her mentor, Mr. Nussbaum, from Washington inspired a public word. 

The press blackout is not total. Mrs. Clinton did find time in New York to 
have tea with gossip columnists who could be counted on not to ask about 
Whitewater. Last Friday she also gave an interview to Slle magazine -- embargoed 
until April. The few vague excerpts in an Slle press release -- in which Mrs. 
Clinton attacks her critics instead of answering them -- stand as her sole 
comments on recent Whitewater eruptions. 

Like everything else that does not parse in this msss, it makes no sense that 
Hillary Rodham Clinton, who has brought the job of First Lady into the late 20th 
century in every other respect, would follow a strictly restricted press diet 
more appropriate to Pat Nixon. If she were true to herself and spoke up for 
herself, she might put the brakes on Whitewater- Watergate analogies that 
increasingly leave the Administration twisting slowly, slowly in the wind. 
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To the Editor: 

"Slovenly White House Ethics," your Peb. 27 editorial on the Whitewater 
matter, proves it is possible to hyperventilate on no oxygen at all. 

The Clinton Administration hardly needs to be "educated" on "the normal 
protocols of governance . " It is rather you who need a crash course on 
journalistic ethics. In a Jan. 11 editorial, you simultaneously acknowledged 
that there was "no specific charge against the President and Mrs. Clinton,” yet 
called for the appointment of a special counsel nevertheless. You accused this 
Administration of ethical lapses -- the same Administration that imposed the 
toughest set of government ethics regulations in a generation. The accusations 
against the. President and the Pirst Lady are ludicrous and almost beneath 
response . Almost . 

Despite the hysterical innuendo of your Peb. 27 editorial, the basic facts 
of the Whitewater matter are well known by now. In 1978, the Clintons and two 
business partners bought 230 acres of land in northern Arkansas. Four years 
after this investment, James McDougal, the partner who managed Whitewater 
Development Company affairs, purchased Madison Guaranty Savings and Loan. The 
Clintons were never borrowers, owners, directors or officers of Madison 
Guaranty (although Mrs. Clinton briefly represented it in 1985). 

Ultimately, the Clintons sold their stake in Whitewater and suffered a loss 
of more than $68,000. When was the last "scandal" in which the key issue was not 
how much money the participants made, but how much money they lost? It is a 
measure of the Alice in Wonderland logic of Republicans and New York editorials 
that the Clintons have been chastised for not taking an extra tax deduction in 
this situation (they had deducted more than $40,000 of these losses as interest 
payments) . Surely, this is the first time in history a political figure has been 
criticized for not taking advantage of a tax loophole. 

The whole Whitewater controversy is being used by the political opposition as 
a weapon to attack an Administration that is attempting to grapple with the real 
problems facing real people in America. Pair enough: politics is politics. 

The Clintons, understanding that the forces of the status quo will stoop to 
anything to derail positive change, acknowledge when it's better to fight 
another day. They are cooperating fully with the special counsel. 
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Has ths Clinton team really taken the nation "back to the sham ethics of the 
early Reagan Administration”? Id Meese, Rita Lavelle, Anne Burford, James Nett, 
Michael Deaver. Charles Nick, Ray Donovan, John Fedders, Louis Cordis, Michael 
Cardenas, Nesley Plummer, Louis Giuffrida -- the list goes on, but nothing in 
the Clinton Administration compares with this "Hit Parade of Sleaze.” 

What is ”just about tapped out now" is not the Clinton Administration's 
deposit of public trust, but rather the patience of the American people for 
scandalmongering without a scandal. 

JAKBS CAR VILLI 
Washington, March 4, 1994 

The writer, a political consultant, directed Bill Clinton's 1992 campaign for 
President. 
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To the Editor: 

Your Feb. 27 editorial inaccurately implies that I oppose a full 
investigation of the failure of Madison Guaranty Savings and Loan and its 
dealings with the Whitewater Development Company. You also suggest that I am 
myopically defending the Clinton Administration. At no time in the Senate 
Banking Committee's hearing on the Resolution Trust Corporation did I defend 
anyone's actions. I stated -several times that there are legitimate questions 
that need to be answered. 

But I also made it clear that a partisan, political hearing is not the 
proper venue. Such a hearing could jeopardize the work of Robert Fiske, the 
independent counsel, a lifelong Republican who was nominated by President Bush 
to be second in command at the Justice Department. 

My primary concern is to prevent damage to the prosecutor's ability to carry 
out a full, fair and independent investigation. I stated this several times 
during the hearing, although you did not report it. Congress has proved it can 
interfere with and bumble investigations. Oliver North, John Poindexter and 
others had their convictions overturned because of conflicts that arose from the 
Congressional hearings into the Iran-contra affair. Mr. Fiske shares this 
concern . 

At the hearing, I also expressed my belief that the partisan attacks appeared 
especially hypocritical in light of past Republican opposition to renewing an 
independent counsel statute and to extending a statute of limitations on 
recoveries against savings and loan wrongdoers. Moreover, they have asked not 
one question about the 193 failed savings and loans, which cost taxpayers much 
more than Madison. 

Another concern is the apparent Republican apathy to larger issues in the 
savings and loan bailout. Not a single Republican member of the Senate Banking 
Committee bothered to attend a key hearing last September with five hours of 
testimony by 13 Resolution Trust whistleblowers, who described the agency's 
massive problems in excruciating detail . This reinforces the perception that 
there is little to the professed concern about Madison beyond the partisan 
intention of inflicting injury to a Democratic President and First Lady for 
matters that were not Federal, but state -regulated, and that took place before 
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they entered the White House. 

While you have focused on a single savings and loan, Madison, a number of us 
have tried to engage in oversight of Resolution Trust's handling of hundreds of 
failed institutions, most of them far more costly to taxpayers. Billions of 
dollars are being wasted at the Resolution Trust, and I have recommended steps 
to stop the financial hemorrhaging. 

Your newspaper might consider deploying some of its investigative resources 
to exploring the reasons for the collapse of the Resolution Trust's ability to 
sue savings and loan wrongdoers in Texas, at a cost to taxpayers that would 
appear to be in the billions of dollars. 

JOHN KERRY 

U.S . Senator from Massachusetts 
Washington, March 1, 1994 
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SPEAKING of the controversy swirling about the White House over allegations 
of a cover-up. the president said: "It is essential that we not be so distracted 
by events such as this that we neglect the vital work before us. before this 
nation, before America, at a time of critical importance to America and the 
world." 

That was 1973, and Richard Nixon was talking about all the fuss in Washington 
being made over a third-rate burglar ly that, as it turned out, eventually 
brought down his presidency. 

The other day it was Bill Clinton's turn. He told the press, as it probed the 
controversy swirling about the White House over allegations that top aides 
interfered with federal investigators: "The American people will be outraged if 
anybody uses this as an excuse not to keep going and doing the people's 
business . * 

Whitewater is no Watergate -- at least not yet. But the way the white House 
has handled -- "mishandled” would be a better word -- troubling questions that 
have surfaced about the first family's involvement in the Arkansas land deal and 
its ties, if any, to a failed savings and loan and the suspicious circumstances 
surrounding the apparent suicide of a top presidential aide leaves the distinct 
impression that the Clintons have something to hide. 

Even when the president, under fire for administration stonewalling, tries to 
douse the heat, new questions seem to arise. Indeed, the more the public finds 
out about the tangled Whitewater mess, and the collapse of the Little Rock 
thrift, Madison Guaranty Savings and Loan, the more it all begins to smell. 

For instance, in the wake of the weekend sacking of White House counsel 
Bernard Nussbaum for his role in improperly meeting three times with federal 
regulators overseeing the probe of the Whitewater deal. President Clinton 
revealed that on other undisclosed occasions his aides had made apparently 
isproper "contacts" with regulators. 

Then, the president said he first learned last fall that possible criminal 
charges might be filed in the Whitewater-Madison case, prior to any public 
acknowledgement by federal authorities that a criminal referral was being 
considered. "What did the president know and when did he know it?" seems more 
and more an appropriate question. 
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Presumably that's one of the questions independent counsel Robert Fiske will 
be asking 10 administration officials he's subpoenaed to find out what went on 
in the Whitewater "briefings" given improperly by federal regulators. Along with 
investigating the apparent suicide last summer of White House aide and Clinton 
confidant Vincent Poster, Fiske also is looking into possible breaches of 
government ethics laws and potential criminal violations in the 
Whitewater-Madison case, including bribery, tax fraud, embezzlement and 
obstruction of justice. 

Congress, which has oversight authority and responsibility for federal 
regulators and savings and loan issues, ought to begin its own probe into the 
Whitewater mess. While the president and the Democratic leadership claim that 
calls for congressional hearings are partisanly inspired, it would instead be a 
blatant display of partisanship if Congress declined to exercise its right and 
obligation to find out what went on. 

Democrats in Congress had no qualms about holding hearings on the Iran-contra 
scandal involving the Reagan White House, even though an independent counsel 
also was investigating the case. Lest anyone forgets, it was the congressional 
Watergate hearings that first aired the discovery of the White House tapes that 
sealed President Nixon's fate. And fast-forwarding to the case at hand, it was 
in testimony before a Senate committee that the public first learned of the 
improper briefings given Clinton aides. 

From the beginning, the Clinton White House has dodged, backtracked or 
flat-out misstated the facts about the Whitewater-Madison case and the president 
and first lady's involvement. Troubling allegations seem to surface almost 
daily, the latest being that the Arkansas law firm that employed both Hillary 
Rodham Clinton and Vincent Foster and which represented Madison at one time, 
ordered documents bearing Foster's signature shredded after Fiske 's appointment 
as Whitewater special counsel. 

If, as the president claims, the Whitewater mess is much ado about nothing -- 
"I did not do anything wrong. There is nothing here, ■ he said yesterday -- then 
the best way to end the controversy and get on with "doing the people's 
business" is a full and public airing of the details. The sooner the batter. 
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A prominent Democratic senator on Wednesday called for first lady Hillary 
Rodham Clinton to answer questions about her involvement in the Whitewater case. 

"If she were another person unrelated to the president, who had served in 
the same positions - business, legal representation - she would be a legitimate 
figure for questioning," said Sen. Bob Graham, D-Fla. , chairman of the 
Democratic Senatorial Campaign Committee. 

•I think that she needs to be part of this openness. I think she should make 
herself available for questioning in the same way that the president did 
yesterday. " 

! 

Neel Lattimore, a spokesman for Mrs. Clinton, said she will notjhold a news 
conference to answer questions from reporters. ' 

"The president is answering the questions that would be put to 4rs. 

Clinton," Lattimdre said. 

Mrs. Clinton is increasingly seen as a central figure in the controversy 
over Whitewater Development Corp. , because she and her friends in government had 
the most connections with a failed real-estate deal in the Osark Mountains of 
Arkansas - and with the way President Clinton's aides have handled the case. 

The Clintons were partners in the real-estate venture, along with the owner 
of Madison Guaranty Savings and Loan Association, which went broke in 1989, 
when Clinton was governor of Arkansas. 

Mrs. Clinton reportedly resisted the appointment of a special counsel to 
investigate the matter. Three lawyers she brought to Washington have been 
connected to controversy, and there have been recent press reports that she gave 
couriers documents to be shredded at her former law firm. 

During a news conference Tuesday to announce the appointment of White House 
counsel Lloyd Cutler, the president ducked a question about whether Mrs. 

Clinton should hold a news conference to answer questions about her role in 
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Whitewater. 

Instead, he said her comments in a yet- to-be-published interview in Elle 
magazine "speak for themselves." 

"She's perfectly capable of speaking for herself," Cutler said. 

In the March 4 interview, she says, "(The Whitewater maelstrom is) a 
well -organized and well-financed attempt to undermine my husband, and by 
extension, myself, by people who have a different political agenda or have 
another personal and financial reason for attacking us. Taking it for what it 
is, which is pretty blatant, you can't take it seriously." 
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An old joke goes like this: "He's his own worst enemy," one man says to 
another about a third person. "Not as long as I'm around," the second person 
replies. Change the gender, reverse the joke, and you have Hillary Clinton when 
it comes to Whitewater. She says the Republicans are her own worst enemy. Not as 
long as she's around. 

The other day, the First Lady gave an interview to Elle magazine in which she 
blamed the Republican Party for all the hoopla about Whitewater. She called the 
GOP's efforts "a well -organized, well- financed attempt to undermine my husband, 
and by extension, myself, people who have a different political agenda or have 
another personal and financial .reason for attacking us." She talked about "the 
wildest kind of paranoid conspiracies" and alleged a OOP attempt "to find a way 
of undermining me." 

Oh, Hillary! 

That note of exasperation coons from an admiring corner, my own. But the 
suggestion that Whitewater is nothing sore than a polluted river with its 
headwaters at the Republican National Committee is contemptuous of the American 
people. Zf anyone has threatened the Clintons 'a "political agenda," it is the 
Clintons themselves. For some reason -- arrogance, a sense of victimisation, the 
need to hide something -- they have refused to look the public in the eye and 
give candid responses to certain questions. 

I happen not to be a Republican. I have voted for those fellows only rarely 
and never on a presidential level. (I would have voted for Lincoln, though.) And 
watching Rep. Newt Gingrich (R-Ga. ) and Sen. Alfonse D' Amato (R-N.Y. ) suddenly 
emerge as the indignant champions of political purity brings to mind the crack 
someone once made about Doris Day: "I knew her before she was a virgin." Yet, 
this duo is right: Something about Whitewater smells. 

So as a non-Republican favorably disposed to the Clintons, let me ask some 
questions: Was the Madison Guaranty Savings and Loan used to illegally or 
unethically funnel money to Clinton's 1984 gubernatorial campaign? Zf so, did 
either of the Clintons know what was happening? Did the Clintons actually lose 
money on their investment in Whitewater Developme n t, a company they formed with 
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James McDougal, the head of Madison, and if they did why didn't they take a tax 
writeoff --as they did with Bill's old socks? 

Did Bill or Hillary Clinton know that McDougal, their pal and business 
partner, was running his S&L right into insolvency? Did Hillary Clinton, then a 
partner in Little Rock's Rose Law Firm, know the abysmal condition of Madison 
when she represented it before a state regulatory commission as it was seeking 
to keep its doors open? Was it ethical for Mrs. Clinton to represent Madison 
before a state agency headed by a person appointed by her husband? 

Were the files found in Vincent Foster's White House office after his suicide 
concealed because they were irrelevant or because they were both relevant and 
suggestive? Did the Rose Law Firm shred Whitewater- related files Foster left 
behind when he moved to Washington? And, last, was Bernard Nussbaum, the 
recently resigned White House counsel, a political klutz or was he doing what 
his clients -- the Clintons -- wanted? 

These are all legitimate, even obvious, questions. You don't have to be a 
Republican to ask them. But there is a further question which, strictly 
speaking, has nothing to do with Whitewater. It has to do with the fiction Mrs. 
Clinton created that appearances are secondary to feminism. She wanted very much 
to be her own person -- not a mere cookie-baking spouse tethered to the 
governor's mansion but a career woman. This is an aspiration I respect. 

But Arkansas is a small state. At its center was the Rose law firm. Mrs. 
Clinton took no income from the firm's dealings with state agencies, but her 
name on its letterhead undoubtedly sent a message to prospective clients. She 
was, in other words, a rainmaker -- possibly a reluctant one but one 
nonetheless. 

She could not really be just another lawyer. 

Her tendency to see her own motives as pure but to impeach those of others 
partisan, sexist or whatever -- is not one of Mrs. Clinton's attractive 
qualities. The assertion of purity is not the same as purity itself. And just as 
she could not see that, no matter what, in the eyes of others she was always the 
governor's wife, she might not now see that Whitewater is not a smarmy partisan 
attack on her but a legitimate inquiry. Not for the first time, she apparently 
lacks the perspective to see the situation as it is to others. Uhtil she gets 
that perspective, she -- not the GOP -- will be her own worst enemy. 
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Special counsel Robert B. Fiske Jr. told Republicans yesterday he strongly 
opposes congressional hearings on any aspect of the Whitewater affair until he 
completes his probe of whether the White House intervened improperly in 
governmental investigations of the case. 

After meeting with key Republicans and Democrats in the mounting controversy 
over congressional hearings on Whitewater, Fiske reiterated his objections to 
hearings on grounds that they could complicate his probe. "I would prefer that 
there be no hearings," he said. 

But Fiske said he could live with hearings on White House aides' meetings to 
discuss the Resolution Trust Corp . ' s investigation of Madison Guaranty Savings 
a Loan, a failed Arkansas thrift with ties to President Clinton and Hillary 
Rodham Clinton — so long as they do not begin until he completes that phase of 
his investigation . 

Sen. Alfonse M. D' Amato (R-IV.Y.) said ha Joocludad that this meant hearings 
could begin about June 1 and that Congress should be prepared to begin them as 
soon as Fiske is ready. "That is a time line we can live with,” he said. 

As Fiske was meeting with leaders on Capitol Hill, the White House, Treasury 
Department and 10 senior administration officials subpoenaed by the special 
counsel were struggling to meet today's d e a d li n e for producing documents 
required by the subpoenas. 

Senior White House officials said evidence of additional contacts between 
Clinton aides and Treasury officials involved in the Madison natter was found 
but described them as being primarily contacts generated by news inquiries or 
"hallway conversations . " But one official with direct knowledge of the 
additional contacts declined to characterise them at all, saying those who were 
doing so had no firsthand knowledge because "that is closely held by only a 
couple people . " 

The White House and Treasury were warned by Fiske and his associates not to 
characterise the material turned over because to do so would be seen by the 
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Guaranty Savings and Loan Association and its owner, James B. McDougal . 

All nine administration officials - including White House Counsel Bernard w. 

Nussbaum, who resigned yesterday over his handling of the Whitewater-Madison 
affair - are scheduled to appear Thursday before a federal grand jury in 
Washington . 

The others subpoenaed are: Mark Gearan, White House communications director; 

Bruce Lindsey, senior adviser; Harold Ickes, deputy chief of staff; Lisa Caputo, 
press secretary to Mrs. Clinton; Margaret A. Williams, Mrs. Clinton's chief 
of staff; Roger C. Altman, deputy Treasury secretary; Jean Hanson, Treasury's 
general counsel; and Joshua Steiner, Treasury's chief of staff. 

They either gave or attended briefings concerning the status of the 
investigations by the Resolution Trust Corp. - of which Mr. Altman is acting 
head - into possible criminal wrongdoing in the failure of Madison, owned by Mr. 

McDougal, a longtime Clinton business partner. 

"With this investigation being as public as it is, and with what has already 
been done, everyone is on notice not to dispose of anything," Mr. Fiske said 
yesterday of his subpoenas. 

Mr. Fiske said the nine officials would appear before a grand jury in 
Washington, although their testimony could be used by a special grand jury being 
empaneled in Little Rock to hear the Whitewater-Madison case. 

"The witnesses called so far have gone before one of the grand juries 
already sitting there [in Washington] , " he said. "This is being handled by the 
people in the Washington office because it happened there." 

The White House subpoenas also require staff officials to produce documents 
concerning any conversations between administration aides, the Treasury 
Department and the RTC in the Whitewater-Madison affair. 

Mr. Fiske, a former U.S. attorney in New York whose dogged determination 
impressed both the Republican and Democratic administrations for whom he worked, 
has not been timid in the Whitewater-Madison inquiry, which he took over as 
special counsel on Jan. 20. 

He immediately hired a staff many federal authorities consider "top notch." 

It includes six former federal and state prosecutors, assisted by a task force 
of 25 FBI agents and financial analysts. The probe is being conducted out of 
offices in Little Rock and Washington, and at least two more lawyers are 
expected to be named in the next few weeks. 

Key among the appointments are: 

* Roderick C. Lankier, former assistant district attorney in New York who 
will head the inquiry into the July 20 death of White House deputy counsel 
Vincent W. Foster Jr. 

* Russell "Rusty” Hardin Jr., a former assistant district attorney in 
Houston who will be the lead prosecutor in the pending March 28 trial of a 
former municipal judge who has accused Mr. Clinton of pressuring him for a 
fraudulent Small Business Administration-guaranteed government loan. 
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support allowing Fiske to call any witnasaas bafore tha grand jury prior to 
those witnasaas' testimony on Capitol Rill and would back giving Piska 
"sufficient latitude and time" to develop his case. 

"We have assured the special counsel we can conduct our oversight hearings 
... in a manner that will not deter or preclude him from exercising his 
responsibilities." said D'Amato, ranking Republican on the Senate Banking, 
Housing and Urban Affairs Committee, who has led the fight for hearings -- over 
strong Democratic objections. 

While House Republicans are pressing ahead with calling 40 witnesses to 
testify at a March 24 oversight hearing on the RTC, hoping to turn it in to a 
forum on Whitewater, Democrats have objected to broader hearings, claiming they 
would thwart the special counsel's probe that Republicans themselves had 
demanded. 

Democrats expressed strong doubts whether Fiske 's probe could be shielded 
adequately in hearings ostensibly restricted to just part of the case. 

Senate Majority Leader George J. Mitchell (D-Maine) said in an interview 
there is no realistic way to prevent a member of Congress from asking a question 
potentially damaging to Fiske 's probe. 

Senate Banking Committee Chairman Donald W. Riegle Jr. (D-Mich.) said he 
opposes hearings until Fiske could say they "raise no risk to the rest of my 
investigation.” Riegle said he did not sense in his conversation with Fiske that 
the special counsel wants hearings of any kind. "He's asked us not to 
interfere... . I think we should respect his wishes in this area," Riegle said. 

D'Amato said he believes public opinion would make hearings inevitable, and 
Cohen, while stopping short of suggesting inevitability, said he believes it is 
"not going to be politically possible" for Democrats to avoid them indefinitely. 

While neither the American people nor Congress "wants to see the president 
nor the First Lady unfairly pilloried or the presidency paralysed,” Cohen said, 
"a cloud is gathering over the president that has to be removed, the sooner the 
better." 

Xn the House, Rep. Jim Leach (R-Zowa) , who is seeking to call 
Whitewater* related witnesses before the March 24 oversight hearing, said he 
declined an invitation to meet with Fiske. "Z did not want to compromise his 
work, and Z did not want him to compromise mine," Leach said, adding that he and 
Fiske have "two totally different responsibilities" in the Whitewater affair. 

Leach also said that in the last three days he has turned over to Fiske "a 
substantial amount of material that will be very helpful to the special 
counsel's investigation." 

Staff writers Kenneth J. Cooper and Sharon Walsh contributed to this report. 


GRAFHXC: PHOTO, WHZTBWATBR COUNSEL ROBERT B. FZSKE JR. AMD SEW. ALFONSE M. 
D'AMATO (R-M.Y.) AT CAPITOL HILL HEWS CONFERENCE. D'AMATO SAID HEARINGS COULD BE 
S T RU CT U RED TO NOT IN T ER FERE WITH PROBE. REUTER 


LEXB-M 


LEXB'-NI 


LEXIS-N 


OmJmm m* rw. A.....I I.. 


14915 




2493 


The Wuhington Post. March 10. 1994 


Page 60 


LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 10, 1994 


LEXIS'- NEXIS'W LEXIS'- NEXIS'® LEXIS'- NEXIS'» 

Services of Meed Oata Central. Inc. 



2494 


P*e61 


LEVEL 1 - 20 OF 23 ITEMS 

Copyright 1994 The Washington Post 
The Washington Post 

March 10, 1994, Thursday, Pinal Edition 
SECTION: FIRST SECTION; PAGE A14 
LENGTH: 869 words 

HEADLINE: Shredding Date Uncertain, Rose Firm Employees Say 
SERIES: Occasional 

BYLINE: Sharon LaFraniere, Washington Post Staff Writer 

DATELINE: LITTLE ROCK. Ark., March 9 

BODY 

Two employees of the Rose Law Firm said today that in late January they 
shredded documents from the files of Vincent w. Foster Jr. , a former Rose 
partner and deputy White House counsel who committed suicide in July. But they 
said they were not certain when they destroyed the papers or whether the 
documents dealt with anything of interest to special counsel Robert B. Fiske Jr. 

Jeremy Hedges, 20, and his roommate, Clayton Lindsey, 19, have become 
small-time celebrities in the past two days after describing to the New York 
Times and ABC News how they shredded the contents of a box labeled with Foster's 
initials in the law firm's basement. Students at the University of Arkansas at 
Little Rock with part-time jobs as couriers for the Rose firm, they have been 
interviewed by Fiske' s investigators, and Hedges has testified before a federal 
grand jury about the incident. 

Hedges said in an interview today he believed the shredding took place after 
Fiske was appointed Jan. 20 to investigate the Whitewater real estate venture 
partly owned by President Clinton and his wife and the circumstances of Foster's 
suicide. "We're pretty sure he had been [appointed] . I mean, I knew his name and 
X couldn't think of any other reason I would know his name other than hearing it 
on the TV and the radio,” Hedges said. 

But he added, "It's very likely it could have been some of Vince's files that 
were completely unrelated to the .investigation. I've said that from the 
beginning. I don't know what it was.” 

Ronald M. Clark, the firm's managing partner, did not respond to inquiries 
for consent today. In previous interviews. Rose lawyers have said the box 
involved contained old documents related to internal workings of the firm, 
including minutes of partnership meetings and financial statements. Clark said a 
clerk assembled the box while clearing out space for a lawyer moving from one 
office to another. 

Flake's interest in the incident is evident from the subpoenas he issued last 
month. According to Lindsey, who is scheduled to appear before the grand jury 
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Tuesday, at least two other Rose employees have testified besides Hedges: the 
office manager, Kathy Harris, and Ricki Stacy, the employee in charge of closed 
files. 

Hedges said Rose law clerk Elise McShane called him to pick up a box of 
documents to be shredded sometime in late January. The outside of the box was 
labeled VWF, and it contained at least five or six files that were clearly 
Foster's, he said. Both Hedges and Lindsey, who took over the task after 30 
minutes, said they remember files labeled "VWF correspondence," "VWF pleadings," 
"VWF notes." 

Hedges said he glanced at several documents and saw Foster's signature but no 
mention of Whitewater or Madison Guaranty Savings & Loan, the failed thrift 
also being investigated by Fiske. Lindsey said he paid little attention to the 
documents . 

On Feb. 9, the Washington Times, quoting an unnamed Rose employee, said the 
firm had shredded Whitewater documents that related to the Clintons, who were 
partners with James B. McDougal in the venture. Two days later, Clark met with 
the firm's six couriers to inform them that FBI agents would be interviewing 
them the next day, according to Hedges and Lindsey. 

Hedges said, "Ron Clark said basically, to tell the FBI everything we knew. 
Don't hold back anything. Don't think we have to protect the firm, or anybody in 
the firm. " 

When Hedges said he had shredded some of Foster's files about three weeks 
earlier, Jerry Jones, a Rose partner who attended the meetings, responded 
skeptically, according to Hedges. He said Jones asked him, "Do you know for 
sure? ... I don't want you to assume something you didn't know." 

Hedges said that when he insisted the files were Poster's, Jones asked him if 
he knew what the documents pertained to, then advised him, "Don't assume they 
had anything to do with the investigation." 

The Rose firm began routinely shredding documents -- a common practice at 
many firms -- during the 1992 presidential campaign. Rose officials said they 
wanted to keep confidential client information out of the hands of the newa N 
media. 


Since last month, the firm has been assembling a roomful of documents to turn 
over to Fiske, who served the firm with an extensive subpoena. The special 
counsel' 8 wide-ranging investigation includes events related to Foster's 
apparent suicide last summer. Foster, Hillary Rodham Clinton and Associate 
Attorney General Webster L. Hubbell were Rose partners before the 1992 election. 

Fiske 's office is looking into a wide array of entities and individuals with 
ties to Madison, including some also with ties to the Rose firm. Madison was a 
Rose client, and the law firm is known to have handled at least some minor legal 
work involving Whitewater. 

Foster worked on personal financial matters for the Clintons. Shortly before 
his death, Foster had prepared three years of back tax returns for Whitewater 
Development Corp. and sent them to McDougal, the Clintons' partner in the real 
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estate venture. Poster also had handled the December 1992 sale to McDougal of 
the Clintons' interest in Whitewater. 

Staff writer Susan Schmidt in Washington contributed to this report. 
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The heat generated by the furor over the White House's handling of the 
Whitewater matter has singed the wings of one of the Clinton administration's 
highest fliers: Deputy Treasury Secretary Roger C. Altman. 

Until last week, Altman, a gung-ho former Wall investment banker who has 
known President Clinton since their days at Georgetown University, was revered 
-- and feared --as one of the most formidable players on the Clinton team. 

During the administration's first year Altman built up a tremendous store of 
goodwill with the president and Hillary Rodham Clinton as well as other core 
members of the president's team for championing key legislative proposals on 
budget policy, health reform and trade, and he was regarded as a cinch for 
future promotion. 

But now Altman's prospects hang in limbo. The special counsel charged with 
investigating the Whitewater case has slapped Altman and three current or former 
Treasury officials with subpoenas. Republican lawmakers are calling for his head 
and Wall Street swirls with rumors that his days at Treasury are numbered. 

At a U.S. Chamber of Commerce breakfast yesterday, Sen. Don Nickles (R-Okla.) 
suggested that Altman resign. 

"I see Mr. Nussbaum has resigned," Nickles said, a reference to White House 
counsel Bernard Nussbaum, who announced his departure from the administration 
this week following criticism over his meetings with Treasury officials, 
including Altman, in connection with the Whitewater case. "Well, what about Mr. 

Altman? ... If there were somebody who was acting improperly, it's him. Why 
hasn't he gone?" 

Altman has "no intention whatsoever of resigning" and does not "foresee any 
circumstance under which that would occur, " a senior Treasury official said last 
night. "There is no hint or smidgen that" Altman did anything wrong, the 
official said. 

White House officials scoff at the notion that Altman has fallen from grace. 
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"Nobody here is counting Roger out," said one senior official. "He's still very 
much a force . " 

The Hhite House officially rallied to his defense yesterday. "The president 
has full confidence in Mr. Altman," Press Secretary Dee Dee Myers told the 
Reuter news service. Clinton believes Altman "is carrying out his various duties 
exceptionally well." And Altman appeared in the Oval Office with Clinton, Vice 
President Gore and Treasury Secretary Lloyd Bentsen to promote a tax break for 
the working poor. 

Altman's troubles began last month when he disclosed to the Senate Banking 
Committee that he gave Nussbaum and other Hhite House advisers a "heads up” 
briefing spelling out how the Resolution Trust Corp., which Altman then headed, 
might proceed with potential civil claims connected with Madison Guaranty 
Savings & Loan, a defunct Arkansas lender with ties to a real estate venture in 
which the Clintons had a stake. 

At the time, one of the main potential claims involved Madison's legal 
representation by Hillary Clinton and her firm, the Rose Law Firm. 

Altman has said he discussed procedures for civil fraud cases in a generic 
way at the meeting but did not discuss the details of the Madison investigation. 
He has acknowledged the meeting showed poor political judgment but has denied 
any wrongdoing. 

The disclosure provoked criticism from Republican lawmakers, who assailed 
Altman for abusing his authority. 

Altman was to have appeared before the grand jury today, but the date has 
been postponed, possibly to Tuesday, to allow officials to search for documents 
that might relate to the meetings. Treasury officials said. 

At Treasury, Altman has juggled a dual role as assistant to Bentsen and 
troubleshooter for Clinton. Treasury aides describe the relationship between 
Bentsen, the courtly 73 -year-old former Senate Finance Cooaittee chairman from 
Texas, and Altman, a 47-year-old, hard-charging Nall Streeter, as cordial but 
not close. 

Bentsen has considerable stature within the administration, but Altman's 
youth and tireless work habits are a closer fit with the style of Clinton and 
the rest of his economic team. Altman has been mentioned frequently as a 
possible successor to Bensten as Treasury secretary. 
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Republicans vowed yesterday to push ahead with Whitewater-Madison hearings 
despite a plea in a closed-door meeting from special counsel Robert B. Fiske 
Jr. that any hearings might jeopardize his investigations. 

Amid ongoing Clinton administration efforts to calm growing media and public 
interest in the Whitewater-Madison affair, the White House was forced to issue a 
statement yesterday denying that a second top official - Roger C. Altman, 
acting head of the Resolution Trust Corp. (RTC) - would be forced to resign. 

Mr. Altman is among 10 current and former white House and Treasury 
Department officials subpoenaed by Mr. Fiske to appear before a federal grand 
jury in Washington today. 

Mr. Fiske made an extraordinary trek to Capitol Hill yesterday to 
personally convey his concerns about congressional hearings into the complex 
affair linking President Clinton and Hillary Rodham Clinton to the failed 
Madison Guaranty Savings and Loan Association through their Whitewater 
Development Corp. partnership. 

By day's end, bipartisan House and Senate leaders suggested that compromises 
might be worked out to allow some form of parallel investigation by one or more 
congressional consdttees. 

In several earlier news conferences, however. Republicans drilled home the 
point that while they may be willing to work with Democrats on such a deal, 
hearings on Whitewater-Madison will be held sooner rather than later. 

"No doubt about it, it's critical that Whitewater hearings be bipartisan, 
carefully structured and conducted in a way sensitive to the concerns of the 
independent counsel," said Senate Minority Leader Bob Dole. 

"This is not an impossible task, even for Congress," the Kansas Republican 
said. 

Except for a tentative March 24 hearing by the House Banking Committee, 
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Democrats have managed to block other House and, thus far, all Senate hearings 
into the ever-expanding Whitewater-Madison matter. 

Senate Majority Leader George Mitchell flayed the Republicans during a floor 
speech yesterday for what he called "partisan politics at its worst" and said 
hearings would risk "fatal damage" to Mr. Fiske's investigation. 

"He need to allow Mr. Fiske to do his job," said Mr. Mitchell, Maine 
Democrat. 

Sen. Donald W. Riegle Jr., Michigan Democrat and chairman of the Senate 
Banking Committee, echoed Mr. Mitchell's comments after a meeting with Mr. 

Fiske. 

"I'm prepared at the end of the work by Fiske and his people to review 
anything that needs reviewing," Mr. Riegle told reporters. "Z think we're 
going to get, in due course, all questions answered. . . . I don't think there 
will be any questions left at the end of this process." 

Nevertheless, Rep. Jim Leach, Iowa Republican and the ranking GOP member on 
the House Banking Committee, has scheduled a March 24 oversight hearing on the 
RTC, which is handling the SSL bailout. 

while Mr. Leach has said he wants to call 40 witnesses. Rep. Henry B. 

Gonzalez, Texas Democrat and chairman of the House Banking Committee, has 
privately raised the possibility that he may call off the hearing because of 
strong opposition by Democrats. 

Nr. Fiske, recognising the anti-hearing sentiment among Democrats, has 
sought to avoid a showdown with Republicans while still maintaining a 
prosecutor's seal not to have outsiders interfere with the criminal inquiry. 

Mr. Fiske said he understood the constitutional righto of Congress to probe 
such matters and that he wanted to cooperate with lawmakers. "He didn't reach a 
constructive resolution,” he said. 

After meeting with Mr. Fiske, Sen. Alfonse M. D' Amato, new York 
Republican and ranking OOP member of the Senate Ranking Committee, told 
reporters that Republicans were willing to delay any hearings to accommodate the 
special counsel and not to grant immunity to witnesses in exchange for their 
testimony. 

Congressional grants of immunity from prosecution based on their testimony 
were given to witnesses in the Iran-Contra hearings during the Reagan 
administration, leading to convictions being overturned on appeal. 

Sen. William 8. Cohen, Maine Republican, who served on the Iran-Contra 
committee, said the question at issue is whether it is possible to structure 
hearings so they would not interfere with Nr. Fiske's probe. 

"Is there any kind of middle ground? I think there is,” he said. 

Nr. Cohen noted that Mr. Fiske would prefer no congressional hearings but 
added: "That is not going to be politically possible." 
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In a gesture at compromise, Mr. Fiske said he had told Mr. O' Amato and Mr. 
Cohen that when his investigation was completed "we would have no objection to 
congressional hearings at that point" as long as details of the underlying 
Whiteweter-Madison inquiry did not come out. 

Rouse Republican leaders met yesterday with Democratic leaders and said 
afterwards they were hopeful the Democrats would agree to hearings. 

"The Democratic leadership has agreed to look at some of our requests, " said 
Minority Whip Newt Gingrich, Georgia Republican. 

Mr. Fiske said he was leaving room open for a compromise on a portion of 
his inquiries involving secret meetings between White Rouse staff and Treasury 
Department officials on the Clintons' involvement in Whitewater -Madison. 

During news conferences this week, Mr. Clinton revealed that he had 
^-received confidential information from one of the secret meetings in October. 

At the White House yesterday, six top Clinton aides prepared to give grand 
jury testimony starting today on their knowledge of the three meetings. 

Asked if he had any advice for his aides, Mr. Clinton said: "Just the same 
advice I've given everybody - just, you know, just tell them what happened. 
Answer the questions and go on. Be very open." 

The six are Harold Ickes, deputy chief of staff; senior aide Bruce Lindsey; 
Bernard Nussbaum, the counsel who has resigned effective April S; Communications 
Director Mark Gearan; Margaret Williams, Mrs. Clinton's chief of staff; and 
Lisa Caput o, Mrs. Clinton's spokeswoman. 

Others expecting subpoenas soon are Chief of Staff Thomas F. "Mack" McLarty 
and senior adviser George S tephanopoulos . 

In Addition, three current Treasury Department officials and one former 
agency official have been called to testify, including Mr. Altman, who in 
addition to his RTC post is deputy Treasury secretary. 

Reports circulated yesterday that Mr. Clinton was going to follow his 
forced resignation of Mr. Nussbaum last week by pushing out Mr. Altman, but 
white Bouse spokeswoman Dee Dee Myers rejected that. 

"The president has full confidence in Mr. Altman. Be feels he is carrying 
out his various duties exceptionally well," she said. 

The president has said he was made aware that the RTC probe had mentioned 
the Clintons in a "criminal referral." But while he said he was told in October 
about the criminal nature of the probe, he said he could remember who told him. 

That contradicted statements by white Bouse officials at the end of October 
that no one knew about the meetings. 

After the White Bouse admitted three meetings had taken place, Mr. Clinton 
acknowledged this week that additional contacts with Treasury officials had been 
uncovered, sparking concern on Capitol Hill among both Republicans and Democrats 
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chat the administration was not forthcoming in its responses . 

Nr. Clinton called the additional contacts "incidental and were follow-up 
conversations which had nothing to do with the substance” of the 
Whitewater -Madison investigation. 

Nr. Fiske also is investigating whether officials at Little Rock’s Rose Law 
Firm, where Mrs. Clinton was a senior partner, shredded Whitewater records. 

Three current and former Rose firm employees have told The Washington Times 
they were summoned to the governor's mansion by Mrs. Clinton during the 1992 
presidential campaign to pick up documents that were to be shredded at the 
firm's downtown office. 

Two Rose firm employees also told the New York Times that they helped shred 
documents from files bearing the initials of former partner Vincent W. Foster 
Jr., the late White House deputy counsel and personal attorney for the Clintons, 
one day after Nr. Fiske was named. 

Ronald M. Clark, the Rose firm's managing partner, has denied that any 
Whitewater or Foster documents were shredded. 

Attorney General Janet Reno, who appointed Mr. Fiske, declined comment 
yesterday, saying she had referred "all matters" to him "so nothing I say or do 
will have any impact whatsoever on his independent investigation." * Jerry 
Seper, Paul Bedard, Michael Hedges and J. Jennings Moss contributed to this 
report . 

GRAPHIC: Photo (color). Up next: Special counsel Robert Fiske (left) passes 
Sen. Alfonse D' Amato as he heads to the podium to brief reporters on their 
meeting.. By Ross D. Franklin/The Washington Times 
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SECTION: NEWS; Fg. 4; ZONE: N 
LENGTH: 566 word* 

HEADLINE: FISKS WINS SOME GOP CONCESSIONS 
BYLINE: From Tribune Wires. 

DATELINE: WASHINGTON 
BODY 

Pleading on Capitol Hill for Republicans to hold off their own hearings into 
the Whitewater affair, Special Prosecutor Robert Fiske called the Clinton 
administration "very responsive and cooperative" so far in responding to his 
requests. 

He said he planned to finish grand jury questioning within a few months, 
after which he would have no objections to hearings. 

Fiske won half a loaf. Republican Sens. Alfonse D' Amato of New York and 
William Cohen of Maine said they couldn't agree with his request to hold off on 
all hearings. However, both said they had assured Fiske that prosecutors would 
get first crack at crucial witnesses and that Congress would not grant immunity 
to anyone it called to testify. 

Congress granted immunity to crucial witnesses in the Iran-contra hearings, a 
factor in the reversals of several convictions. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities," D' Amato said. 

Fiske is investigating the failure of Arkansas' Madison Guaranty Savings 
and Loan Association and whether investors in the Whitewater land 
venture- including President Clinton and his wife, Hillary Rodham 
Clinton-benefited from questionable Madison transactions during the 1980s. 

As part of his investigation, Fiske is examining a series of meetings between 
White House officials and federal regulators who were looking into 
Whitewater- contacts that raised questions about whether the investigation could 
have been compromised. 

He subpoenaed 10 administration officials to testify before a grand jury 
beginning Thursday . 

Separately, administrations officials disclosed Wednesday that Roger Altman, 
the deputy Treasury secretary, spoke with at least one senior White House 
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official laat month about whether to recuse himself from a Resolution Trust Fund 
inquiry into Madison . 

The officials said that Altman did not get any specific advice. 

Altman's raising of that issue came in one of two contacts between him and 
the White House about the agency's investigation that had not been disclosed 
previously, the officials said. In congressional testimony last month, Altman, 
who is the acting head of the RTC, admitted to taking part in one discussion 
with the White House about the inquiry. 

He recused himself from further agency deliberations the day after his 
testimony. 

As one of 10 senior administration officials whose testimony has been 
subpoenaed by Fiske, Altman now intends to disclose the additional contacts to 
Congress and a federal grand jury, the officials said. 

An administration official said the new disclosure about the two contacts 
were among scores of additional contacts that had been recalled by White House 
and Treasury aides since the disclosure of three private meetings on the status 
of the federal inquiry prompted Fiske to issue subpoenas for information. 

While President Clinton acknowledged Tuesday that some previously undisclosed 
contacts had taken place, the identification of Altman as a participant in at 
least two of the discussions provided the first detail about them. 

Asked Wedn es day why Altman had not told Congress about them, a Treasury 
Department spokesman, Howard Sohloss, said, "Mr. Altman testified on Feb. 24 
that he had only one substantive conversation, and he stands by that 
description. ■ 

GRAPHIC: PHOTO; PHOTO: Special Prosecutor Robert Fiske (left) and H.Y. Sen. 
Alfonse D* Amato trade places during a news conference on Whitewater hearings. 
Reuters photo. 
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March 6, 1994, Sunday, AM cycle 

SECTION: Domestic News 
LENGTH: 717 words 

HEADLINE: Clintons Took Whitewater Deductions, Associates Say They Were 
Reimbursed 

BYLINE: By BILL SDMONS, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

President and Mrs. Clinton deducted from their personal income taxes more 
than $ 1,400 in Whitewater- related property taxes for which two business 
associates say the Clintons were reimbursed. 

A copy of a Whitewater Development Corp. check register, obtained by The 
Associated Press, indicates a check was written to repay Mrs. Clinton for at 
least one of the payments, which totaled approximately $ 144. 

Tax law generally prohibits taxpayers from claiming real estate tax 
deductions on their personal returns when they're reimbursed or when they're 
paying on behalf of their corporation of another property owner. 

Whit* House adviser Bruce Lindsey said the Clintons "don't have any 
documentary evidence establishing they were reimbursed." He confirmed the 
deductions on the Clintons' returns represented Whitewater -related real estate 
taxes they paid. 

"Their in c ome taxes were prepared and filed by an independent CPA and we 
assumed the deductions were correct, " Lindsey said. 

Yoly Redden, the accountant who prepared the Clintons' returns, did not 
return a call to her office Friday seeking comment. 

The deductions, which occurred in 1984 and 1988, aren't the first involving 
Whitewater to raise questions about the first family's personal returns. 

During the 1992 campaign, the Clintons acknowledged claiming two years of 
interest payments on a Whitewater loan that they had not made. They voluntarily 
repaid the amount, including penalties. 

The issue of taxes is just one of many swirling around the Clintons as 
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special prosecutor Robert Fiske begins a probe of the Whitewater Development 
Corp. , the land venture co- owned by the Clintons, and the failed Madison 
Guaranty Savings and Loan. The SfcL belonged to James McDougal , the Clintons' 
business partner in Whitewater. 

One of the Whitewater real estate tax deduction the Clintons claimed was $ 
1,275 in 1988, their tax returns indicate. 

Chris Wade, an Arkansas real estate agent who helped Whitewater in the 
mid-1980s, said his agency originally made payments in that amount in 1988 for 
taxes on several Whitewater lots, some of which had fallen in arrears. 

Tax records in Marion County, Ark., confirm Wade's assertion. 

Wade said he later asked Mrs. Clinton in 1988 to pay him back and she did so 
by check. He said Mrs. Clinton was subsequently reimbursed after Whitewater 
lot -owners were asked to pay their taxes. "As those checks came in, they were 
turned over to her, " Wade said. 

Lindsey confirmed the Clintons wrote the check to Wade, saying they "were 
concerned about the nonpayment of real estate taxes and felt they should make 
good on them." 

But he said he knew of no records indicating they were ever reimbursed. Wade 
said Mrs. Clinton might have forgotten because most of the payments would have 
been small - $ 50 or less. 

IRS regulations in effect at the time suggest there may have been other 
reasons why the Clintons should not have claimed the $ 1,275 deduction. 

The regulations state only the person or entity on whom the tax is directly 
imposed may take the deduction. "For example, a controlling shareholder who pays 
his corporation's taxes is not entitled to a deduction," says a tax law guide 
provided by the IRS. 

That guide also states that when a third party steps in to cover someone 
else's taxes, "the payment should ordinarily be viewed as a loan — rather than 
as a deductible payment of the tax." 

The Clintons took a much smaller Whitewater- related deduction four years 
earlier, this involving Whitewater Lot 13 - a parcel placed in Mrs. Clinton's 
name in 1980, then lent back to the company. 

The Clintons sold the lot in 1981 to a Mississippi man named Hilman Logan, 
who still owned the property in 1984, land records show. 

However, Marion County records indicate Mrs. Clinton paid $ 143.65 on Oct. 

10, 1984, for taxes due on Lot 13. 

The Clintons subsequently claimed a real estate tax deduction of $ 144, 
according to their 1984 return. 

A page from a Whitewater check ledger, however, states check Ho. 000125, 
dated Nov. 5, 1984, was written to Mrs. Clinton for reimbursement of Lot 13 real 
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•state taxes. 

In an interview, McDougal said the Clintons were always reimbursed for real 
•state tax payments. Whatever they did with that money, he said, they didn't put 
it back in Whitewater. 
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HEADLINE: A 'Perilous Time 1 For the President 
SERIES: Occasional 

BYLINE: Ann Devroy, Ruth Marcus, Washington Post Staff Writers 
BODY 

When President Clinton reluctantly agreed to the appointment of a special 
counsel on Whitewater in January, the most compelling argument was that an 
independent investigation would shield the president from further political 
battering and free him to pursue the change he promised the nation. 

Less than two months later, Clinton and his White House staff find themselves 
deeper in a hole than when they started. By even their own accounts, it is a 
hole they dug themselves. 

With the appointment of special counsel Robert B. Fiske Jr., the White House 
expected the complex set of land transactions, legal maneuver ings and dense, 
interconnecting stories known as Whitewater to move off the front pages and into 
the secrecy of a federal investigation. 

The opposite has now occurred. 

The Clinton White House has created a new, more easily understood and far 
more damaging story line: the specter of White House interference with 
investigations of the Clintons. The forced resignation of White House counsel 
Bernard Nussbaum-and the subpoenas served on six top White House aides make 
Whitewater a more dramatic story. 

* 'Grand jury' and 'subpoenas' are words that are very fraught" with 
suspicion in the public mind, said one administration official. For a president 
whose current standing is high but whose reservoir of public trust is not deep, 

■this is a very perilous time for us, ■ the official said. 

Many in the White House agree that the Whitewater damage control operation 
has ended up causing more damage than it has controlled. According to senior 
White House officials, outside Democrats and others interviewed yesterday, the 
route from questions about the Clintons' 19S0s investments in an Arkansas land 
development venture called Whitewater Developme n t Corp. to a special counsel and 
FBI agents walking the White House halls with subpoenas is littered with 
official blunders. 

The result has been a White House that this week was struggling again to 
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right itself. White House senior adviser David R. Gergen said that Clinton 
who left unexpectedly yesterday for Camp David -- now is committed to being 
"very aggressive in ensuring that this White House is open, cooperative and 
forthcoming" in dealing with the issues. 

A flurry of orders to cooperate fully with investigations and protect 
documents, and the White House search for a new counsel who is supposed to "send 
a signal by who he is and what he does" are aimed at erasing new suspicions. 

But at the same time, aides acknowledge the tidal wave of demoralization that 
set in at week's end at a White House where bad news never seems to stop. "We 
will get past this,” said one, offering his reassurances that, "the Clintons did 
nothing wrong, not in Whitewater and not since and that will out." 

But, he said, "getting through this after this week means another struggle, 
another phase of distraction, another level of complications with everyone 
getting their own lawyers, going to grand juries, unsure what they can talk 
about and to whom, and all this while we enter a critical legislative stage.” 

Said another official, "It is heavily distracting. It gives us a tougher time 
on the Hill. Across the board, we're going to have a hard time until things 
stabilize. " 

That the Clinton White House inflicted many of these wounds on itself is 
hardly disputed, even there. "We made some mistakes in this, yes," said Clinton 
senior adviser George Stephanopoulos . 

But he argued that the White House mistakes were not a result of malign 
intentions. They were either unintentional or caused by good intentions gone 
sour in the "hazy" area where efforts to answer congressional inquiries and 
respond to the news media produced the appearance of interference in the 
investigations, Stephanopoulos said. 

"It was important to respond without interfering or even appearing to 
interfere,” said Stephanopoulos, who like most in the White House has no direct 
knowledge of the circumstances surrounding the Whitewater investment. "But when 
you are in the midst of these inquiries, it is very difficult to meet those 
standards . ” 

The transformation of Whitewater from a hugely complex and nearly 
incomprehensible real estate transaction in which the Clintons may or may not 
have lost money into a staple of the nightly news is the fruit in large part of 
a White House operation whose every move made it appear that there was something 
to hide. 

When questions about Whitewater first arose during the 1992 campaign, the 
Clintons responded with a report suggesting they had lost $ €9,000 in the real 
estate deal and declined to provide much information beyond that. 

The questions resumed once Clinton took office, after the Resolution Trust 
Corp. asked the Justice Department to investigate a savings and loan owned by 
Jams McDougal , the Clintons' partner in Whitewater. The Clintons were named in 
that referral as potential beneficiaries of Madison Guaranty Savings a Loan 
improprieties, although not accused of any wrongdoing. But the White House 
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strategy of refusing to provide information for the ensuing stories only piqued 
reporters' interest, rather than making it go away. 

The first major flare-tap came with the belated disclosure -- four months 
after the fact -- that Whitewater documents had been among those in Deputy White 
House Counsel Vincent Poster's office when he committed suicide last July. Had 
that been revealed at the time, it might have generated questions about whether 
it was appropriate for him to be handling personal legal work for the Clintons. 

But the apparent effort at deception -- reporters were told about the 
disposition of official files and Poster's personal papers from his office, but 
not the Clinton personal documents -- ended up hurting the White House much 
more. 

Then, when news reports indicated that Justice Department lawyers 
investigating Madison wanted to look at those papers, the White House took days 
to turn them over. 

Another costly delay was in resisting the appointment of a special cotinsel 
until congressional Democrats joined their Republican colleagues in such a call. 
Officials acknowledge that it added to the appearance of a White House with 
something to hide. 

And if the counsel eventually was agreed to in the belief it would make 
Whitewater go away, last week's revelation of the series of meetings --in which 
White House officials discussed with Treasury officials the Resolution Trust 
Corp.'s investigation into Madison -- made certain that the issue remained on 
the front pages. 

Now, the White House finds itself in what seems like the worst of all 
possible worlds: an independent counsel who has taken the bold step of summoning 
much of the senior White House hierarchy before a grand jury. Some legal experts 
expressed surprise at Piske's aggressive approach in choosing immediately to 
employ his subpoena power. 

The lawyers noted that Piske could have chosen the less public and less 
explosive route of simply interviewing the white House and Treasury officials. 
Iran-contra independent counsel Lawrence E. Walsh, for example, generally 
questioned government officials through that less- formal mechanism before 
deciding whether they should brought before a grand jury. 

Some lawyers suggested that Piske chose the dramatic route to demonstrate 
that he is aggressively pursuing the investigation. 

But others said it was to be expected that he would move quickly to preserve 
documents, particularly in a case where there have been other allegations that 
documents have been destroyed. 

Outsiders who are familiar with the White House operation suggest its 
problems go beyond Bernard Nussbaum. The consensus is that the management is 
still not fully operational; that there is no one with the standing to push the 
Clintons into steps they resist, such as being more forthcoming on Whitewater, 
and that the campaign mentality of damage control -- where the first imperative 
is to find out the charge and answer it -- remains too much entren c hed. 
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"It's fairly clear that the more you try to cope with this as kind of an 
inside the White Bouse political problem, the more you just make more trouble 
for yourself," said one official. 

At the White Bouse yesterday, there was a sense of disbelief that it had come 
to this. "Zt is crazy, it is insane, it is nuts that this thing should loom 
large not because of what it was back in Arkansas a decade ago but because of 
what we here in the White House are doing. We will get through this if we don't 
screw it up again. No one here and no one we talked to gives a good [expletive] 
about Whitewater or things that happened all these years ago." 

All available public evidence endorses that view. A series of polls in 
February, after the special counsel was named, suggested that while a growing 
number of Americans had read or heard something about Whitewater and many 
believed the Clintons had not been forthcoming on it, it hardly mattered. 

A Harris poll early last month found that of those who had heard about 
Whitewater, most thought the Clintons had done something unethical back in 
Arkansas. But 83 percent said it had not changed how they felt about President 
Clinton. 

But a Time -CNN poll with similar findings offered Clinton a warning 
applicable to his handling of long-ago issues now come to the White House: Asked 
if Clinton is a leader "you can trust” or "do you have some reservations, " only 
40 percent found him trustworthy, while 56 percent wavered. 
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HEADLINE: Nussbaum Quits White House Post 
SERIES: Occasional 

BYLINE: Ruth Marcus, Ann Devroy, Washington Post Staff Writers 
BODY 

White House counsel Bernard Nussbaum officially resigned yesterday with a 
defiant blast at his critics, saying they misunderstand the role of the 
president's lawyer. 

Nussbaum insisted in his resignation letter that he had always performed his 
duties as White House counsel "in an absolutely legal and ethical manner." He 
said he was leaving "as a result of controversy generated by those who do not 
understand, nor wish to understand, the role and obligations of a lawyer, even 
one acting as White House Counsel . " 

The resignation takes effect April 5, and senior administration officials 
said they hoped to have a replacement within a week for a smooth transition. 
Most viewed the selection of what one called "an experienced Washington lawyer 
with impeccable credentials for in- dependence" as a vital step in moving the 
beleaguered Clinton White House beyond its latest ethical uproar. 

In searching for a successor, the White House wants a pillar of the legal 
community whose very presence on the staff would send a reassuring signal to 
Congress, the public and the media. Officials described a search for a "Lloyd 
Cutler type , " a reference to the experienced Washington lawyer who served as 
President Jimmy Carter's counsel. 

But in looking for such a figure, the administration is hampered by the fact 
that the Democratic Party's years out of the White Bouse mean that it is 
difficult to corns up with a candidate with appropriately impressive credentials, 
such as government or judicial service. At the same time, Clinton, as is normal 
for anyone selecting a lawyer, would like someone he already knows and trusts. 

Among those mentioned yesterday were Harry McPherson, a pillar of the city's 
Democratic legal establishment who served as counsel to President Lyndon B. 
Johnson; Washington lawyer Charles F.C. Ruff, who was considered for the deputy 
attorney general post; and Charles Renfrew, deputy attorney general in the 
Carter Justice Department and a former federal judge. 

Nussbaum, 57, who worked with Hillary Rodham Clinton on the House committee 
considering the impeachment of Richard M. Nixon, had been a friend of both 
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Clintons for two decades and a highly regarded wall Street lawyer when he was 
named to the counsel's post. 

But during his 15 months in the job, Nussbaum was repeatedly accused of 
having a "tin ear" for the heightened ethical standards that govern operations 
inside the White House and for not appreciating how actions are viewed in a 
political as well as legal light. 

Where he viewed himself as aggressively protecting the president, others -- 
many of them in the White House -- saw him as failing to understand the ethical 
problems some of those efforts created. 

That was reflected in the exchange of letters between Clinton and Nussbaum 
that served as the official announcement of the resignation agreed to on Priday. 
Nussbaum wrote that his "sole objective" as White House counsel "was to serve 
you as well and as effectively as I could, consistent with the rules of law, 
standards of ethics, and the highest traditions of the bar." 

Clinton, in his letter, praised Nussbaum for his role in selection of federal 
judges, and in helping choose Attorney General Janet Reno, FBI .Director Louis J. 
Freeh and Supreme Court Justice Ruth Bader Ginsburg . These, he said, would be a 
Nussbaum legacy that would "make our streets safer and our society more just for 
years to come. " 

The president, as is the custom in such letters, made only the most oblique 
of references to the controversies that plagued Nussbaum. He paid tribute to 
Nussbaum' s spirit at a time in Washington when "serving is hard." He saluted him 
as having one of the "liveliest spirits” in the White House and noted his 
"special reverence for duty and friendship." 

Nussbaum did not identify those he accused of misunderstanding his job, but 
many of the president's senior aides believed he was the one who lacked the 
understanding of how politics and the law intersect in the White House. "He was 
repeatedly dumbfounded," said one official, "that anyone could think he was 
doing something wrong" when he believed he was serving Clinton's interest. 

At the White House yesterday, members of the counsel's office and other 
officials streamed through Nussbaum 1 s office, offering their sympathies. Said 
associate counsel Beth Nolan, "I think the White House counsel's job is one in 
which you rarely can get public credit for all the good you do and Bernie has 
done a tremendously good job that he trill never receive any public accolades for 
because of the nature of the job." 

"Without getting into specifics, for every blowup, there have been 10 matters 
which have been handled deftly and properly," said associate counsel William 
Kennedy. 

Asked what Nussbaum meant about criticism by those who failed to understand 
his role, one official said, "The duty that a lawyer has to represent a client 
zealously within the bounds of the law applies just as much to a lawyer whose 
client is the president of the united States as it does to a private lawyer. 

That obligation is one that hasn't been fully understood or appreciated.” 

Calls for Nussbaum ' s departure grew in intensity this week after it was 
revealed he participated in a series of meetings between White House and 
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Treasury officials that touchad on the Resolution Trust Corp. (RTC) 
investigation into the collapse of the Madison Guaranty Savings & Loan. A 
special counsel is now investigating Madison and its connection to the 
Whitewater Development Corp., a land venture in which the Clintons were 
partners . 

On Priday, special counsel Robert B. Fiske Jr. subpoenaed 10 White House and 
current or former Treasury officials who participated in the discussions, and 
Nussbaum's forced resignation became a foregone conclusion. 

Critics, even some in the White House, said the discussions between September 
and January were improper because they could be viewed as an early tip-off and 
opportunity to influence an active investigation by an independent agency, the 
RTC, in a probe that touched on the Clintons. 


GRAPHIC: PHOTO, WHITE HOUSE COUNSEL BERNARD NUSSBAUM SAID HE RESIGNED BECAUSE 
OF CONTROVERSY GENERATED BY THOSE WHO DID NOT UNDERSTAND HIS ROLE AS LAWYER. AP 
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HEADLINE: Mr. Nussbaum Goes -- Not the Mess 

SERIES: Occasional 

BODY 

NEITHER BERNARD Nussbaum, who resigned yesterday as White House counsel, nor 
Treasury Deputy Secretary Roger Altaian and seven other senior White House and 
Treasury Department officials will be spending March 10 in their offices engaged 
in the duties that brought them to town. Mr. Nussbaum and the others will be 
queued up before a federal grand jury in Washington, compelled by subpoena to 
testify under oath about the circumstances under which they discussed the status 
of a federal probe of the Madison Guaranty Savings 4 Loan, a failed Arkansas 
institution with ties to the Clintons. That date with the grand jury will be a 
day of public disgrace for the administration. 

But more than humiliation is involved in this case. Since the Madison failure 
and the abortive Whitewater land venture erupted as issues. White House staff 
have been nothing but a problem. Their clumsy and sophomoric attempts at 
political damage control have only added to the impression that there is 
something not quite right about the Clintons' Arkansas political and business 
dealings and that the Pirst Family has something to hide. That may turn out not 
to be true the president says not -- but his staff haven't helped him with 
his case at all. 

They are giving the grand jury much to sort out. We especially have in mind 
the September get-together between Mr. Nussbaum and Treasury General counsel 
Jean Hanson. In that meeting, Ms. Hanson reportedly disclosed that the 
Resolution Trust Corp. was poised to ask the Justice Department to conduct a 
criminal probe into Madison, and that the Clintons were named as possible 
beneficiaries of the S&L's illegal activities. The grand jury will undoubtedly 
want to know whether Mr. Nussbaum or any other White House staff members with 
knowledge of the coning RTC action shared that information with the Clintons. 

(If so, Mr. Clinton's criticism of the Treasury-White House meetings will ring a 
little hollow.) But in either case, with questions like this staring at the 
president, and with Republicans accusing the administration of trying to 
manipulate an independent regulatory agency, it's hard to imagine a worse way 
for staff to protect the boss's interests. 

That explains the anger many of the more seasoned figures in the 
administration have for Mr. Nussbaum. Though the president accepted Mr. 

Nussbaum' s resignation "with deep regret,” many of Mr. Nussbaum's senior 
associates apparently aren't shedding many tears. They see him as having allowed 
the White House to slip and slide into improprieties that a child of 4 could 
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have figured out. Hr. Huasbeum said he was taking his leave because of the 
"controversy generated by those who do not understand, or wish to understand, 
the role and obligations of a lawyer . " He offer another possibility. Nr. 
Nusabaum not only failed to keep his principal client out of trouble; he also 
generated much of the controversy and troubles himself. Going back to 
Travelgate, when Mr. Nusabaum saw nothing wrong in having the FBI announce there 
was evidence of criminal wrongdoing -- in violation of bureau policy --to his 
mishandling of key nominations and the aftermath of Vincent Foster's suicide, to 
the current Hhite House -Treasury encounters, this has been the case. Whatever he 
thinks of himself as a lawyer , Mr. Nusabaum was truly miscast as Hhite House 
counsel . 
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Two Sundays ago, I concluded hare that The Post has done more on the 
Whitewater story than I was giving the paper credit for doing. But in the 
middle, I grumbled that The Post had been beaten on, and then buried, two 
important stories. 

Think of this as the sequel. ' 

The journalists on this story have explanations that reveal, I confess, the 
cautious thinking I usually preach. It strikes me as both fair and enlightening 
for readers to hear their perspectives. 

(The two stories I was so fond of were a Washington Times report on 
allegations that the Rose Law Firm shredded Whitewater documents and a New York 
Post report that three Fairfax County paramedics said the scene didn't convince 
them Vince Poster committed suicide.) 

Marilyn Thompson, deputy national editor directing the Whitewater team, makes 
the best argument when she challenges "the assumption that the newspaper has to 
follow a story unearthed by a competitor even when our own reporting cannot 
substantiate it." 

Post reporter Susan Schmidt was in Little Rock when the shredding story 
broke. "We expended considerable energy trying to check into that, and we're not 
convinced it actually h a p pen ed ," Ms. Schmidt says. 

Ms. Thompson thinks "everyone should have been on” the paramedics' story 
after Mr. Foster's death. But after the New York Post report, she said, "they 
had been silenced." 

On the Post's coverage of Mr. Foster's death, she added, "We have felt we had 
to exercise a standard of care . ... I still think it • a a leap to say his death 
was related to Madison; there are some interesting facts, but the picture is not 
complete." 

Independent reporting also is the philosophy of Leonard Donnie Jr., The 

^ Post's executive editor: "Everybody is reporting this story now; stories will 
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appear which are entirely untrue, or partially untrue. We have to satisfy 
ourselves that the story meets our standards. We will be silent until we know 
what the score is. It looks petulant to say, 'There's nothing to the story in 
the other paper this morning . ' " 

Mr. Downie means standards for what is reported and for where it runs in the 
paper. "We have a long-standing relationship with our readers that we use the 
front page to tell them what we think is important. It's different for papers 
that want to send a message, " and for papers whose readers do not expect serious 
reporting on so many subjects, he says. 

Ms. Thompson points out that "in a major investigation, there is a curve. You 
start with the initial breaking story," publish several stories quickly 
thereafter, and "when the national media get on it, there is intense competitive 
pressure, with everybody on board and new details all the time. The reporting 
strategy has to change. 

"We are in the highly competitive phase; there are some stories we are going 
to pass on, some stories we break, some stories we never get to." 

The Whitewater team, she says, has pursued "reporting in the Post tradition, 
through meticulous record searches, where possible, we rely on documents rather 
than unnamed sources." 

Reporter Howard Schneider reiterates that the team has "decided not to slice 
off individual facts without the context." Adds reporter Charles Babcock, "We 
are always asking, 'Is it too incremental [to deserve a separate story]?' " 

Whitewater had disappeared from the news until Oct. 31 when Ms. Schmidt 
reported the Resolution Trust Cprp . ' s probe of Madison Guaranty s&L and its 
criminal referral to the Justice Department. The Post followed in the next weeks 
with major investigative reports and has produced 30 -plus enterprise stories 
since . 

Says Mr. Schneider, "Whitewater became a story in great part because tie were 
reporting it. We had the fundamental facts in the paper way ahead of anyone 
else. By the time others caught up, they caught up en masse. We thought there 
was no need to regurgitate what we had already reported. We were 'behind' by 
virtue of being ahead." 

We won't know for soam time which newspaper has the moat reliable sources and 
judgment on this story. But the principle I missed the first time around is that 
no newspaper that wants to deserve the public trust should lead its readers to 
believe eoamthing its own reporting doesn't support. 
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Special counsel Robert B. Fiske Jr. - angry over back-room meetings 
between federal regulators and senior administration aides - has served notice 
on the White House that his Whitewater-Madison investigation will not be 
com p r o mised, law enforcement authorities said yesterday. 

Mr. Fiske stunned the White House Friday with subpoenas of nine top 
administration officials seeking information and documents about meetings they 
had over ongoing inquiries into alleged financial irregularities involving a 
failed Arkansas savings and loan with ties to both President Clinton and Hillary 
Rodham Clinton. 

The subpoenas, delivered by FBI agents, are part of what authorities said is 
a continuing effort by Mr. Fiske to aggressively take charge of the 
Whitewater-Madison investigation, to eliminate outside interference and to 
assure the public that the job is being done. That is the mandate given him by 
Attorney General Janet Reno. 

"it's apparent Mr. Fiske wanted to get the White House's attention in this 
matter, and to tell the public his inquiry is real, it is under way and it is 
completely independent, • said one law enforcement official familiar with the 
Whitewater-Madison probe. "I think he's done that." 

The subpoenas also underscored whet authorities described as the seriousness 
of the Whitewater-Madison investigation, regarded until now by the White House 
as a bothersome diversion. 

The White House's sharpest congressional critic in the Whitewater-Madison 
case. Rep. Jim Leach, Iowa Republican, said yesterday the subpoenas shift the 
focus of the Fiske investigation "from possible illegal acts committed by a 
president prior to taking office to possible illegal actions by a president in 
office. Obstruction of justice is now clearly the issue." 

Mr. Leach is expected during House Banking Committee hearings later this 
month to zero in on the White House's dealings with independent regulatory 
agenices now looking into the Clintons' involvement with the failed Madison 
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Guaranty Savings and Loan Association and its owner, James B. McDougal . 

All nine administration officials - including White House Counsel Bernard w. 
Nussbaum, who resigned yesterday over his handling of the Whitewater-Madison 
affair - are scheduled to appear Thursday before a federal grand jury in 
Washington . 

The others subpoenaed are: Hark Gearan, White House communications director ; 
Bruce Lindsey, senior adviser; Harold Ickes, deputy chief of staff; Lisa Caputo, 
press secretary to Mrs. Clinton; Margaret A. Williams, Mrs. Clinton's chief 
of staff; Roger C. Altman, deputy Treasury secretary; Jean Hanson, Treasury’s 
general counsel; and Joshua Steiner, Treasury's chief of staff. 

They either gave or attended briefings concerning the status of the 
investigations by the Resolution Trust Corp. - of which Mr. Altman is acting 
head - into possible criminal wrongdoing in the failure of Madison, owned by Mr. 
McDougal, a longtime Clinton business partner. 

"With this investigation being as public as it is, and with what has already 
been done, everyone is on notice not to dispose of anything,” Mr. Piske said 
yesterday of his subpoenas. 

Mr. Piske said the nine officials would appear before a grand jury in 
Washington, although their testimony could be used by a special grand jury being 
empaneled in Little Rock to hear the Whitewater-Madison case. 

"The witnesses called so far have gone before one of the grand juries 
already sitting there [in Washington],” he said. "This is being handled by the 
people in the Washington office because it happened there.” 

The White House subpoenas Also require staff officials to produce documents 
concerning any conversations between administration aides, the Treasury 
Department and the RTC in the Whitewater-Madison affair. 

Mr. Piske, a former U.S. attorney in Hew York whose dogged determination 
impressed both the Republican and Democratic administrations for whom he worked, 
has not been timid in the Whitewater-Madison inquiry, which he took over as 
special counsel on Jan. 20. 

He immediately hired a staff many federal authorities consider "top notch.” 
It includes six former federal and state prosecutors, assisted by a task force 
of 25 FBI agents and financial analysts. The probe is being conducted out of 
offices in Little Rock and Washington, and at least two more lawyers are 
expected to be named in the next few weeks. 

Key among the appointments are: 

* Roderick C. Lankier, former assistant district attorney in New York who 
will head the inquiry into the July 20 death of White House deputy counsel 
Vincent W. Foster Jr. 

* Russell "Rusty” Hardin Jr., a former assistant district attorney in 
Houston who will be the lead prosecutor in the pending March 2S trial of a 
former municipal judge who has accused Mr. Clinton of pressuring him for a 
fraudulent Small Business Administration-guaranteed government loan. 
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Concerned about the slow pace of a sitting federal grand jury in Little 
Rock, Mr. Piske sought - and won - appointment of a special grand jury to hear 
the Whitewater ^Madison case. He told U.S. District Judge Stephen M. Reasoner 
the new jury was necessary "because of the importance of this investigation and 
the importance of doing it as quickly and as thoroughly as possible." 

Mr. Fiske also took over the prosecution of former Little Rock Municipal 
Court Judge David L. Hale, president of Capital -Management Services Inc., who 
accused Mr. Clinton and Mr. McDougal of fraud in a $300,000 SBA- backed loan to 
Mr. McDougal' s then wife, Susan. Mr. Hale had been indicted in September on 
unrelated SBA fraud charges. 

The special counsel orchestrated a new investigation into the Hale matter, 
interviewing witnesses and obtaining documents the U.S. Attorney's Office in 
Little Rock had missed. On Feb. 17, he filed a superseding indictment in the 
case, adding new charges. 

In the Hale case, Mr. Fiske personally argued against a continuance motion 
sought by Mr. Hale's attorney, although he will not handle the prosecution. He 
refused to place any importance on his appearance in the case, but said during a 
break in hearings last week, "I guess you noticed I was here for the entire 
hearing . " 


Mr. Fiske 's office has issued dozens of subpoenas in the investigation and 
has interviewed several potential witnesses. 

One subpoena went to Little Rock's Rose Law Firm, where Mrs. Clinton was a 
senior partner. It came Feb. 10, the day after The Washington Times reported 
that documents related to the Clintons' involvement in Whitewater Development 
Corp. , a failed northern Arkansas real estate venture, had been shredded. 

within a day, FBI agents were sent by Mr. Fiske to interview Rose 
employees, and within a week, at least one of them had been subpoenaed to 
testify before the grand jury. 

Another subpoena went almost immediately to the Arkansas Bank Department, 
seeking records, regulatory examinations and other documents relating to 
$283,000 in personal loans to Mr. and Mrs. Clinton from four rural Arkansas 
banks. The loans were used by the Clintons to purchase the Whitewater property, 
to finance Mr. Clinton's 1984 gubernatorial race, to build a model home on a 
Whitewater plot owned by Mrs. Clinton, and to help pay the balance on a 
personal loan by Mrs. Clinton. 

Part of the Fiske probe involves a new look into the foster death, an 
inquiry being headed in Washington by Mr. Lankier. He spent eight of his 13 
years as an assistant district attorney as the lead homicide prosecutor under 
Hew York District Attorney Frank Hogan. 

under Mr. Fiske 's direction, Mr. Lankier and FBI agents interviewed a 
Fairfax County paramedic last week who responded to Fort Mercy Park last July 
and saw Mr. Foster's body. Other interviews, including one involving another 
paramedic at the scene, are pending. 

Paramedic George Gonzales has said there were many inconsistencies at the 
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scene, including a lack o£ blood one would have expected in a gunshot suicide. 
Nr. Poster was found laying on a gentle incline, gun in hand, with only a thin 
trickle of blood from his mouth, according to U.S. Park Police reports reviewed 
by The Times. 

Mr. Piske yesterday confirmed that witnesses in the Poster case had been 
interviewed. "I don't think we have any trouble confirming that we have begun 
interviewing witnesses," he said. "I wouldn't say specifically which witnesses 
we have interviewed, but the process has begun." 

The special counsel also has said he will hire "forensic experts and 
pathologists" to make an independent analysis of evidence that led Park Police 
to call Poster's death a suicide. 

Park Police files show investigators felt Nr. Nussbaum repeatedly stopped 
officers from making a thorough search of Mr. Poster's White Rouse office. 

Mr. MUssbaum even claimed a newspaper article that had already been 
published was privileged information, an officer wrote in a report describing 
the scene after law enforcement agents arrived at Mr. Poster's office July 22. 

"At no time during the one hour and thirty five minutes we were in Poster’s 
office were we allowed to handle any document," an officer wrote in the file. 

* Michael Hedges contributed to this report. 

GRAPHIC: Photo, Rose Law Firm clerk Jeremy Hedges has spoken to a federal 
grand jury about documents that reportedly were shredded., By AP 
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The expanding inquiry into President Clinton's Whitewater -Madison scandal 
yesterday claimed its £irst victim when White House Counsel Bernard W. Nussbaum 
quit just 17 hours after he and eight other administration officials were 
subpoenaed by a federal grand jury looking into the affair. 

Mr. Nussbaum' s resignation, effective April 5, came after administration 
officials for two days had pressured the former Wall Street lawyer to quit in 
the aftermath of his secret meetings with Treasury Department officials 
regarding the federal investigation of a failed Arkansas thrift linked to Mr. 
Clinton. 


Mr. Nussbaum was defiant to the end, and it was not certain until his 
private Oval Office meeting with Mr. Clinton after the president's 10 a.m. 
radio address yesterday that the embattled presidential lawyer would quit. 

"It wasn't a fait accompli until the letters [of resignation and acceptance] 
were exchanged," eeid a senior administration official. But "it was inevitable 
for a thousand reasons." 

Mr. Clinton accepted the resignation "with deep regret” but appeared 
upbeat. He was even clapping his hands as he boarded the Marine One helicopter 
for a previously unplanned weekend family visit to the Camp David presidential 
retreat . 

Yet the inspect of Mr. Nussbaum 'a resignation echoed throughout the hushed 
halls of the White House and prompted the president to cancel a golf trip that 
had been scheduled for yesterday. 

Mr. Nussbaum' s letter to Mr. Clinton was three paragraphs long. 

In it, he told Mr. Clinton that "it has been a great honor and privilege to 
serve you as counsel to the president." 

He listed his accomplishments during his 14-month tenure, saying he was 
"proud of the many contributions my office has made to the wide array of policy 
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initatives of your administration.” 

But he also bitterly defended his role in the Whitewater -Madison scandal and 
argued that he had never breached ethics rules. ”At all times I have conducted 
the office of the White House counsel and performed the duties of counsel to the 
president in an absolutely legal and ethical manner.” Mr. Nussbaum wrote. 

"Unfortunately, as a result of the controversy generated by those who do not 
understand, nor wish to understand the role and obligations of a lawyer, even 
one acting as White House counsel, I now believe I can best serve you by 
returning to private life," he wrote. 

The White House has started a search for a replacement, but Mr. Clinton 
apparently has not yet decided if he will hire from within the White House or 
look elsewhere. 

An administration official said Mr. Nussbaum felt he hadn't done anything 
wrong in meeting three times with officials of the Treasury Department and the 
Resolution Trust Corp. (RTC) on the RTC's investigation of Madison Guaranty 
Savings and Loan Association. 

Madison - which was owned by James B. McDougal, a former business partner 
of the Clintons - was shut down by federal authorities in 1989 at a cost of $50 
million. 

Special Counsel Robert B. Fiske Jr. is investing Madison's failure and if 
investors in the Whitewater Development Corp. - a land deal co- owned by Mr. 
McDougal, his wife Susan and the Clintons - benefited from questionable Madison 
transactions . 

Friday night, Mr. Fiske had the FBI serve Mr. Nussbaum and five other 
senior white House officials with subpoenas ordering them to testify before a 
federal grand jury on Thursday and produce all documentation related to their 
meetings with Treasury and RTC officials. 

Other White House aides subpoenaed: senior presidential adviser Bruce 
Lindsey; Communications Director Mark Gearan; Deputy Chief of Staff Harold 
Ickes; Lisa Caputo, first lady Hillary Rodham Clinton's press secretary; and 
Margaret A. Williams, Mrs. Clinton's chief of staff. 

Deputy Treasury Secretary Roger C. Altman, acting RTC head; Jean Hanson, 
Treasury general counsel; and Joshua Steiner, Treasury chief of staff, also 
received subpoenas. 

The subpoenas seek information and all documents on three meetings - one in 
September, another in October and one last month - among the White House and 
Treasury officials in which the RTC's Madison investigation was discussed. 

The subpoenas brought Mr. Fiske 's investigation into the White House for 
the first time. 

A White House official speaking on the condition of anonymity said the 
inquiry so far had only delved into actions by Mr. Clinton while he was 
governor of Arkansas. But with the issuance of the subpoenas, the official 
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•aid, "this has implications for us." 

The official said no other resignations are expected and rebuffed GOP calls 
for Nr. Altman to be fired. \ 

And the White House has announced that the subpoenaed officials must seek 
their own legal representation. 

At the White House, garbage began to build up because of an order not to 
empty garbage, shred or burn documents until they can be reviewed. One staffer 
had a special yellow folder tagged "RTC Meeting.” 

The White House has said information revealed at the meetings - such as the 
Clintons' link to the probe - was never discussed with the president or first 
lady. 

However, Republican critics charge the Clintons were tipped off in the 
meetings and may have taken measures to cover up their involvement in 
Whitewater -Madison. 

White House officials have said the meetings were held simply to discuss how 
to answer press questions about Whitewater-Madison. Initially, white House 
spokeswoman Dee Dee Myers said nothing improper occurred in the meetings, but 
Mr. Clinton later said they should not have happened. 

Treasury Secretary Lloyd Bentsen also ordered an ethics investigation into 
the meeting. 

Mr. Clinton ordered Chief of Staff Thomas P. "Mack" McLarty to issue new 
rules barring contact between White House officials and Whitewater-Madison 
investigators. The existing rules were written by Mr. Nussbaum. 

Mr. Nussbaum has long been under fire because of his involvement in nearly 
all the Clinton White House's domestic blunders. 

But his involvement in the Whitewater-Madison probe and his apparent 
stonewalling of a U.S. Park Police investigation in the death of his former 
deputy, Vincent W. Poster Jr., sparked new calls for his resignation. 

"Mr. Nussbaum has reigned over some of the darkest days of this 
administration. Hopefully, President Clinton can now move on to address the 
concerns of the American people, ” said Rep. William P. Clinger, Pennsylvania 
Republican. 

He was called "Dr. No" on Capitol Hill for stonewalling OOP efforts to 
investigate White House affairs. 

Mr. Clinton's aides said they hope the resignation and expanding 
Whitewater-Madison investigation would not interfere with White House affairs. 

Mr. Clinton sounded a positive note in the Nussbaum affair, saying in his 
letter accepting Mr. Nussbaum' • resignation: "You gave this administration one 
of its livelist spirits and keenest minds, along with your special revere n ce for 
duty and friendship . For these contributions I will be forever grateful; for 
your accoeplishments, I hope you will be forever proud.” 
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****BOX 

CONTROVERSIAL COUNSEL 

White House Counsel Bernard Nussbaum, who resigned yesterday, was 
responsible for a series of ethical and political missteps that embarrassed 
President Clinton. 

WHITEWATER -MADISON : 

Attended several Treasury Department briefings for White House aides on the 
status of a probe into a failed savings and loan institution with Clinton ties. 

CONSEQUENCE: Those involved have been subpoenaed to testify before a grand 
jury. 

TRAVELGATE: 


The white House asked the FBI to institute a criminal probe of fired travel 
office workers. Nussbaum attended a White House -FBI meeting to draft the press 
release . 

CONSEQUENCE: It appeared that the White House was using the FBI for its own 
political purposes. Five of the seven workers were cleared; two cases remain 
open. 


SECRET HEALTH CARE MEETINGS: 

Fought a legal battle through the Justice Department to keep health care 
task force meetings secret. 

CONSEQUENCE: The White House has lost several rounds in court, but is 
appealing. 

JUSTICE DEPARTMENT NOMINATIONS: 


Failed to closely question a leading candidate for attorney general, Judge 
Kimba Wood, about her domestic help, or to warn the president that civil rights 
nominee Lani Guinier 1 s writings were controversial. 

CONSEQUENCE: President Clinton was embarrassed whan it became known that 
Judge wood had hired an illegal immigrant aa a nanny. The Guinier nomination 
was withdrawn in the face of strong Senate oppoeition. 


INQUIRY INTO THE DEATH OF VINCE W. FOSTER JR. : 


Refused to let Park Police independently question White House aides, and 
allowed the removal of key documents from the deputy counsel's office. 

CONS E Q U ENC E : The Foster case, which the Park Police declared a suicide, has 
been reopened by the Whitewater-Madison special counsel. 

GRAPHIC: Photos (A, color). A) Bernard W. Nussbaum arrives h o m e after submit 
his resignation. ; BSC) Copies of the Bernard Nussbaum letter of resignation 
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(top) and President Clinton's letter accepting the resignation.. A) By AP; B & 
C) NO CREDIT ; Box. CONTROVHRSAL COUNSEL. By The Washington Times 
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The clumsy response and tin ears of all the president's men to the growing 
Whitewater scandal led to the resignation Saturday of Bernard Nussbaum, the top 
White House lawyer, and resulted in subpoenas for Nussbaum and other 
administration officials. 

What began as an examination of financial dealings in Arkansas during the 
1980s that only peripherally touched President Clinton and Hillary Rodham 
Clinton has now exploded into a full-scale investigation reaching deep into the 
White House. 

A close friend of the first family, Nussbaum, 57, angered the president for 
failing to consider the political ramifications of his aggressive advocacy, 
learned in his years as a hard-driving New York lawyer. 

As the White House counsel, Nussbaum was supposed to be the ethics gatekeeper 
for a president who came to office promising high standards. 

Rather than help Clinton, however, a series of meetings that Nussbaum 
participated in with officials responsible for one part of the Whitewater 
inquiry have served to aggravate Clinton's political problems. 

The subpoenas were prompted by three meetings Nussbaum and other White' House 
representatives had with Treasury Department aides, most recently in early 
February, to learn the status of the Resolution Trust Corp.'s investigation into 
the failure of Madison Guaranty Savings and Loan. 

The meetings created political peril for the White House because they 
"happened with Clinton as president, ” unlike the financial dealings that 
occurred while Clinton was governor, said Rich Noyes, a media analyst at the 
Center for Media and Public Affairs. "It didn't happen in Arkansas." 

Rather than gaining an understanding of the investigation- their stated 
purpose -the White House meetings about the scandal have opened the 
administration to charges it sought to influence the investigation or receive 
special treatment. 
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Hears stories about the meetings are much more easily understood by a public 
that has been otherwise confused or turned off by the complexities of the 
Madison SfcL's failure and its relationship to the Clintons’ investment in the 
Whitewater Development Co. 

The meetings and other White House efforts to stem the negative stories not 
only have failed, but seem to have worsened the situation and are beginning to 
have an impact on the president's agenda. Some Clinton advisers suggest it may 
be too late to stanch the damage, and the president will have to hope the issue 
doesn’t connect with Americans. 

”We seem to trip all over ourselves," said one senior administration official 
who wanted no part of the White House attempt at damage control. "The drip, 
drip, drip of stories, it makes you think there's something there, I agree. I'm 
concerned about repeated headlines." 

Thomas Mann, director of governmental studies at the Brookings Institution, 
complained about reporters' "garbage patrol" in Little Rock for new facts about 
Whitewater, but said the White House underestimated the continuing interest of 
the media and of Clinton's political opponents after he agreed to the 
appointment of an independent counsel. 

"It looks like a good story. It looks like things have happened which 
shouldn't have happened and there are coverupa and intrigue , and the 
administration has inadvertently fueled the story," Mann said. 

The attention the story is getting "can itself create political problems, 
obstacles toward governing that have to be dealt with," Mann said, "and I hope 
the administration figures out a way to stop the thousand cuts." 

One Banda id might be Nussbaum 's departure. The lawyer first met Hillary 
Clinton when they both served on the legal staff in the House impeachment 
inquiry into President Richard Nixon. 

Nussbaum has been at the center of some of the president's biggest political 
problems including the firing of the White House travel office and the troubled 
Justice Department candidacies of Zoe Baird, Kimba Wood and Lani Guinier. He 
also removed the Whitewater files from the office of Deputy Counsel Vincent 
Foster after his suicide in July. 

The Clintons appreciated his aggressiveness and stuck by him during a 
tumultuous first year in office in the face of what they believed often were 
unfair, politically motivated attacks . But the latest revelations about the 
meetings with Treasury officials eroded that confidence, and Clinton pointedly 
passed up opportunities on Friday to defend Nussbaum when questioned by 
reporters . 

The two hashed out the timing of his departure in the Oval Office Friday 
night, when FBI agents also delivered subpoenas to the White Bouse that had been 
issued by special counsel Robert Fiske. 

The various questionable meetings included some of the president's top aides, 
who were ordered to appear before a federal grand jury here next Tuesday. A 
subpoena issued to the White House also ordered then to bring all records 
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regarding Whitewater to the grand jury. 

Those subpoenaed were Nussbaum, Deputy Treasury Secretary Roger Altman, who 
is acting RTC chief; communications director Mark Gearan; senior adviser Bruce 
Lindsey; deputy chief of staff Harold Ickes; Mrs. Clinton's chief of staff 
Margaret Williams; Jean Hanson, Treasury's general counsel; Joshua Steiner, 
chief of staff at Treasury; and Jack DeVore, the former Treasury department 
spokesman. Lisa Caputo, the first lady's news secretary, who did not participate 
in the meeting was also subpoenaed. 

Nussbaum' s letter of resignation said he performed "in an absolutely legal 
and ethical manner” and that people did not understand his role as a lawyer. 
Clinton wrote in reply that "serving is hard” today in Washington. The president 
did not speak to reporters when he departed later for Camp David. 

Last week, a concerned Clinton said he didn't believe the meetings were wrong 
but said they shouldn't have occurred. He took Whitewater responsibilities away 
from Nussbaum and ordered Chief of Staff Thomas McLarty to issue ethics rules 
prohibiting unauthorized contacts between the White House and the investigative 
agencies . 

Treasury Secretary Lloyd Bentsen independently asked for an Office of 
Government Ethics investigation into the contacts. 

The disclosure of the meetings was merely the latest problem created by the 
White House in its effort to contain the damage. 

White House senior adviser George Stephanopoulos came back from vacation in 
early January and announced that all Whitewater records had been turned over 
voluntarily to the Justice Department. It turned out they hadn't been 
transferred yet, and that the surrender would come as the result of a subpoena 
requested by Nussbaum. 

Some mistakes may have come right from the official residence. Backed by 
Nussbaum, the first couple opposed making the records public and resisted advice 
that came from allies as high as Vice President A1 Gore to agree to the 
appointment of an independent counsel. 

Once Clinton relented, the story seemed to be "dying off,” Noyes said, but 
then the White House "brought it right back into public view.” 

GRAPHIC: PHOTO; PHOTO: Bernard Nussbaum is among 10 people subpoenaed to 
appear before a federal grand jury. 
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White House Counsel Bernard Nussbaum resigned Saturday, a casualty of 
turmoil over the Clinton administration's handling of questions related to the 
Whitewater land deal. 

"I now believe I can best serve you by returning to private life," Nussbaum 
said in a letter to President Clinton that reflected a mix of pride and 
bitterness. The 57-year-old New Yorker said his resignation is effective April 
5. 


Clinton, indirectly acknowledging the swirling controversy over Whitewater, 
wrote back: "We have worked together in Washington at a time when serving is 
hard. " 


Clinton said he accepted the resignation with "deep regret" and praised 
Nussbaum' s efforts, but the president in recent days had made no effort to 
defend his counsel against mounting criticism. 

An administration official who spoke on condition of anonymity said the White 
House hoped to move quickly to name a successor, adding that there had already 
been "informal conversations” about a replacement. 

There was little Indication Nussbaum' s departure would put an end to 
persistent questions • and harsh criticism from Republicans - over how the White 
House has responded to the investigation of a failed Arkansas savings and loan 
with ties to the Clintons. 


Special Counsel Robert Fiske is probing the failure of Madison Guaranty 
Savings and Loan Association and whether investors in the Whitewater land 
venture in Arkansas - including the Clintons - benefited from questionable 
Madison transactions during the IMOs. 

Late Friday, Missbaun and five other top white House officials were 
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subpoenaed at Flake's request regarding White House contacts with Treasury 
Department officials about the status of the investigation. Earlier in the week, 
it had been revealed that Nussbaum and other White House staff members met with 
Treasury officials last fall to discuss the inquiry. 

Clinton, sensitive to criticism that the White House was meddling in an 
independent investigation, has said the meetings should not have occurred and 
made it clear he was unhappy with Nussbaum' s handling of the affair. However, he 
said there had been no outright wrongdoing in the conduct of the meetings. 

Nussbaum also was criticized for removing documents related to Whitewater 
from the office of deputy White House counsel Vince Foster after the attorney 
apparently committed suicide last summer. Those documents were subsequently 
turned over the Justice Department. 

Displaying an attitude of defiance, Nussbaum wrote in his letter that the 
controversy had been "generated by those who do not understand, nor wish to 
understand, the role and obligations of a lawyer, even one acting as White House 
counsel . ” 

He wrote that he was proud of his role in the selections of Attorney General 
Janet Reno, Supreme Court Justice Ruth Bader Ginsburg and FBI Director Louis 
Freeh, and in helping to select more than 60 men and women for the federal 
bench. 

The letters were released just before Clinton left the White House without 
comment for a rare family retreat to the presidential compound at Camp David in 
Maryland's Catoctin Mountains. 

Nussbaum, a scrappy former Wall Street litigator, had been associated with a 
series of White House missteps, including the doomed nomination of Lani Guinier 
for a top Justice Department job, the firing of the White House travel office 
staff, and the handling of sensitive papers after the apparent suicide of Deputy 
Counsel Vince Foster. 

Aides said he had successfully weathered past criticism of his conduct in 
part because of his longtime ties to the Clintons, friends of more than two 
decades . 

There was a touch of irony in the demise of Nussbaum. 

As White House counsel, he should have been protecting Clinton and his staff 
from potential legal pitfalls. Instead, his role in the White House's handling 
of questions about Whitewater turned out to be part of the problem. 

Aides said that as questions about Whitewater mounted, Nussbaum, known for 
his brusque, confrontational style, found few defenders among top White House 
staff. 

The resignation was welcomed by Rep. William Clinger, R-Pa. , who had clashed 
with Nussbaum over various documents in his role as senior Republican on the 
House Government Operations Committee. Clinger urged Fiske to seek to secure 
documents in Nussbaum's office that "may be vital evidence in the special 
counsel's investigation. ■ 
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Marlin Pitzwatar, who served as press secretary during the Bush 
administration, cautioned that the Nussbaum's departure would not put an end to 
the questions abut Whitewater. 

"I don't think that'll have that much impact," Pitzwater told CNN. "It's not 
nearly as significant as the issue of these subpoenas.” 
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Special prosecutor Robert Piske struck quickly to address even the slightest 
suggestions of tampering in the Whitewater investigation, sending a message that 
reverberated from Arkansas to the White House. 

Piske made his mark in the midst of a tumultuous week in which scrutiny 
shifted beyond the Clintons' past business dealings in Arkansas to include the 
behavior of key figures since the Whitewater investigation began. 

Making things worse was the White House's embarrassing admission that senior 
aides to President Clinton received three private briefings from Treasury 
Department officials on the status of an investigation into a failed Arkansas 
savings and loan tied to the Clintons and their Whitewater land venture. 

Fallout was inevitable. Pirst came a memo ordering aides to avoid contacts 
with investigators, and then the resignation Saturday of embattled White House 
chief counsel Bernard Nussbaum, who was involved in the briefings. 

The disclosures also gave Republicans, who struggled early to find a theme 
for their partisan attacks, a direct target. By week's end, Capitol Hill was 
abuzz with stinging questions about whether the White House sought to cover up 
or influence the investigation. 

Two of the private briefings cane last fall when the White House reportedly 
was told the Clintons had been named as possible beneficiaries of questionable 
transactions but were accused of no wrongdoing. The third cane just last month. 

The revelations drew the White House directly back into the fray just a few 
short weeks after it sought to distance itself by naming Piske to conduct an 
independent investigation. 

The White House, expressing regret, said the meetings were only to address 
press inquiries about the case. 
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A White House official, speaking on grounds of anonymity Saturday, said of 
the president: M I think we've already said how he found out about the meetings, 
which was in the process of the news accounts." 

Heel Lattimore, a spokesman for Mrs. Clinton, said she "knew nothing about 
the meetings," even though her chief of staff attended one of them. 

Rep. Jim Leach, R-Iowa, issued a statement Saturday maintaining that Fiske's 
decision to subpoena a half-dozen of Clinton's senior White House aides has 
moved the investigation "from possible illegal acts committed by a president 
prior to taking office to possible illegal actions by a president in office. 

Obstruction of justice is now clearly the issue." 

Leach, ranking Republican on the House Banking Committee, early last month 
released documents obtained by committee staff showing that a company tied to 
Madison Guaranty Savings and Loan Association, covered a $ 7,322.42 payment on 
a 1985 loan to then -Gov. Clinton. 

Sen. Al D'Amato, R-N.Y. , said Saturday "it's just not conceivable that all 
the people who worked for them at these high levels . . . did not tell the 
president or the first" what they learned from th meetings. 

"It's just not credible," said D'Amato, adding that Clinton eventually will 
have to more fully address the "what did he know and when did he know it" 
question about the White House meetings. 

While Republican rancor grew, Fiake wasted no time in responding on several 
fronts to suggestions of interference in the probe. 

Just days after a newspaper reported that a courier at the Rose Law Firm, 
where Mrs. Clinton and other top administration officials once worked, had 
shredded documents that may have been related to Whitewater, Fiske brought the 
courier before a grand jury in Little Rock, Ark., to be questioned. 

The courier, a young college student, reportedly testified he shredded 
documents from a box that included the initials of late deputy White House 
-counsel Vincent Foster but that he did not see any mention of Whitewater. 

in court filings in Mew York, meanwhile, Fiske revealed that he had decided 
to hire pathologists to directly re-examine the conclusion that Foster, who was 
found dead in a park last sv—isr, had eosmdtted suicide. 

Foster, a former law partner of Mrs. Clinton, was working on Whitewater 
matters at the time of his death. Suspicions were first raised when the White 
House reportedly sifted through his papers and held onto to a suicide letter for 
a period of time before turning them over to investigators . 

More recently, a paramedic who arrived first at the scene of Foster's death 
has publicly questioned the suicide conclusion. 

And in a Friday night surprise, Fiske served subpoenas on the White House, 
compelling six top Clinton aides, including Nussbaum, to testify before a grand 
jury and ordering the White House to preserve all documents and records related 

LEXIS-NEXISW LEXIS*- NEXIS’® LEXIS’- NEXIS’fS 

Services of Meed Data Central, Inc. 


T4939 



2537 


The Associated Press, March 5, 1994 


Page 33 


to Whitewater. Three Treasury officials were also subpoenaed. 

Fiske is seeking testimony on the details of the private white House 
briefings as well as any paper or computer files relating to the failed 
Madison Guaranty Savings and Loan and the Whitewater real estate venture in 
the Ozarks. 

Among the questions Fiske is seeking to answer is whether any funds from the 
SSL were illegally diverted to benefit prominent Arkansans in the mid-1980s, 
including then Gov. Clinton. The Clintons repeatedly have denied any wrongdoing. 

Fiske* s case moved ahead on other fronts last week as well. 

A federal conspiracy trial begins March 28 in Little Rock, Ark., for a former 
municipal judge, David Hale, who says Clinton pressured him into making a $ 
300,000 taxpayer -backed loan to the wife of Madison's owner, Clinton business 
partner James McDougal. 

Some of the money from the 1986 loan was funneled to Whitewater, but Clinton 
has said he knows nothing about that. The loan hasn't been paid back. 

At a pretrial hearing in the Hale case, a lawyer said there will be evidence 
at the trial that money was funneled to "highly important political figures" in 
the 1980s, when Clinton was governor. The lawyer did not elaborate. 
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White House Counsel Bernard Nussbaum submitted his resignation today, bowing 
to criticism of his handling of questions related to the Whitewater land deal. 

His resignation is effective April 5. 

"I believe I can best serve you by returning to private life," Nussbaum said 
in a letter to the president. He insisted he had conducted himself "in an 
absolutely legal and ethical manner." 

Nussbaum, 57, said he had made his decision "as a result of controversy 
generated by those who do not understand, nor wish to understand the role and 
obligations of a lawyer, even one acting as White House counsel." 

Clinton, in a letter of reply that took indirect note of the controversy 
surrounding Nussbaum, said he accepted the resignation "with deep regret . " 

"It has been said that the best a man can give is his living spirit to a 
service that is not easy, ■ Clinton wrote. "And we have worked together in 
Washington at a time when serving is hard." 

Nussbaum said his resignation would take effect April 5 "to assist you in 
arranging for an orderly transition in the counsel's office." 

His announcement capped a week in which it had been revealed that Nussbaum 
was among White House aides who met privately last fall with Treasury officials 
to discuss the federal inquiry into a failed Arkansas savings and loan with ties 
to the president and first lady Hillary Rodham Clinton. 

Clinton said the meetings never should have occurred and was said to be 
particularly upset with Nussbaum. He passed up repeated opportunities to come to 
the defense of his counsel in public. 

The exchange of letters was released at midday today, a day after Nussbaum 
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told Clinton in a private Oval Office meeting that he would resign. 

A special counsel is probing the failure of Madison Guaranty Savings and 
Loan Association and whether investors in the Whitewater land venture in 
Arkansas - including the Clintons - benefited from questionable Madison 
transactions during the 1980s. x 

Whitewater is only the latest in a series of White HousV controversies 
associated to one extent or another with Nussbaum. \ 

He also was involved in the fits-and-starts search for an attorney general 
after Zoe Baird withdrew, the doomed nomination of Lani Guinier to a top Justice 
Department job, the abrupt firing - later reversed - of the White House travel 
office staff, and the handling of sensitive papers after the suicide of Deputy 
Counsel Vincent F. Foster Jr. 

Republicans have been especially harsh in their judgments of Nussbaum. 

"I don't think he's serving the president very well," said Senate Minority 
Leader Bob Dole, R-Kan. . 

"I think what we see here is a total pattern of deceit, of obfuscation," said 
Sen. Alfonse D' Amato, R-N.Y. 

There was no indication that Nussbaum' s departure would quiet the persistent 
rumblings over Whitewater, however. Late Friday, a series of subpoenas were 
issued seeking documents and interviews from administration officials. 

Clinton, at a news conference earlier, said he was determined to cooperate 
with federal investigators in hopes of the putting questions about Whitewater to 
rest . 

"I want this thing to be done fully, clearly and to be over with," he said. 
"That is my only interest, and I intend to pursue it with great vigor." 

The president has been chafing at the steady stream of Republican criticism 
over the Whitewater deal. 

"Z think that it is clear that the Republicans have behaved in a fairly 
blatant, bald and totally political way in this regard," Clinton said. 

Nussbaum* s s u ppo rt ers defend him as a talented, hard-working lawyer whose 
successes went unheralded while he caught blame for problems sometimes beyond 
his control. His proudest accomplishments were the selections of FBI Director 
Louis Freeh and Supreme Court Justice Ruth Bader Gins burg. 

White House officials said Nussbaum lasted as long as he did because of his 
longtime ties to the Clintons. 

As senior counsel to the House Judiciary Committee during the Nixon 
impeachment inquiry, Nussbaum got to know a young staffer named Hillary Rodham. * 
She introduced a clearly skeptical Nussbaum to her boyfriend. Bill Clinton, who 
had plans to becoms president. 
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In an extraordinary move, a special prosecutor is bringing six senior White 
House aides before a federal grand jury investigating a failed Arkansas savings 
and loan with ties to President and Mrs. Clinton. 

Subpoenas served Friday evening seek information on documents and contacts 
between White House staffers and officials of the Treasury and the Resolution 
Trust Corp., the SAL bailout agency, concerning the probe into the failure of 
the Madison Guaranty Savings 'and Loan Association. Three top Treasury 
officials also were subpoenaed. 

The disclosure of contacts with the White House about the status of the 
federal investigation prompted questions earlier this week about possible 
conflicts of interest that could jeopardize an independent probe by the special 
prosecutor, Robert Fiske. 

Among those subpoenaed were presidential counsel Bernard Nussbaum, who 
resigned today for what White House aides viewed as his mishandling of the 
so-called Whitewater affair. 

"Z believe I can best serve you by returning to private life, ■ Nussbaum said 
in a letter to the president. Clinton passed up two opportunities Friday to 
publicly defend Nussbaum. 

The subpoenas stunned administration officials, casting a somber mood at the 
White House. Until now, Clinton's aides had regarded Whitewater - named for an 
Arkansas real estate venture in which the Clintons invested - as a bothersome 
affair exploited by Republicans for political gain. The subpoenas underscored 
the seriousness of the matter. 

Clinton himself had attacked Republicans at a news conference earlier Friday 
for their Whitewater criticism, saying: "It is clear that they have behaved in a 
fairly blatant, bald and totally political way." He stressed that no one had 
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accused him of wrongdoing. 

Alerted that the subpoenas were on their way, the six presidential aides 
gathered in the White House counsel's office about 7 p.m. Friday and were 
presented with the summons by FBI agents. 

Besides the Clinton aides and Treasury officials, the White House itself was 
subpoenaed to produce any documents or computer files relating to Madison 
Guaranty. 

As part of his inquiry, Fiske is trying to determine whether investors in the 
Whitewater project, including the Clintons - benefited from questionable Madison 
transactions . 

Presidential Press Secretary Dee Dee Myers said in a statement that "the 
White House will comply fully and promptly with the subpoena.” 

Subpoenaed at the White House, aside from Nussbaum, were Harold Ickes, deputy 
chief of staff; Bruce Lindsey, senior presidential adviser; Mark Gearan, the 
communications director; Lisa Caputo, press secretary to Hillary Rodham Clinton; 
and Maggie Williams, Mrs. Clinton's chief of staff. 

At Treasury, subpoenas went to Deputy Treasury Secretary Roger Altman, 
general counsel Jean Hanson and chief of staff Joshua Steiner. 

A White House official, speaking on condition of anonymity said the court 
documents were worded in a way suggesting "they leave open the subpoenas of more 
people." 

The official sought to put the best face on the potential disruption of work 
among Clinton's key lieutenants, saying: "We'll go forward. It's like anything 
else in the world: you've got to work it in. It's not going to overwhelm the 
White House." 

The White House subpoena directed the administration to preserve documents 
and records related to Whitewater, and it instructed the six staff members to 
appear on March 10 in U.8. District Court in Washington for grand jury 
appearances . 

In connection with the subpoenas. Deputy White House Counsel Joel Klein 
issued a notice barring the destruction of White House computer records. In 
addition, he issued notices to halt the removal of all "burn bags" in the White 
House, stop the r e m o va l of all wastebasket trash containers and ordered the 
preservation of all computer records. 

Clinton was notified of the subpoenas shortly before they were served. "His 
reaction was that the staff should take all necessary steps to comply," an 
administration official said. 

The official said the White House probably would not provide legal counsel 
for the subpoenaed aides. "It's up to them if they want to hire counsel," the 
official said. 
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The nine White House and Treasury officials subpoenaed Friday to appear 
before a federal grand jury investigating the involvement of President and Mrs. 

Clinton in the Whitewater affair: 

•Bernard Nussbaum, the White House counsel: Nussbaum resigned today after 
talcing part in discussions with Treasury officials about the status of an 
investigations by the Resolution Trust Corp. into possible criminal wrongdoing 
in the failure of Madison Guaranty Savings 6 Loan, an Arkansas thrift wich 
ties to the Clintons. The RTC is the government's SfcL cleanup agency. 

-Mark Gear an, white House communications director: He confirmed this week 
that White House officials received two briefings from Treasury officials last 
fall. But he denied that there was anything improper in the White House 
discussing an investigation involving the Clintons. He said the meetings were 
held to discuss how to deal with press inquiries, not to blunt the RTC inquiry. 

-Bruce Lindsey, senior presidential adviser: He has been handling questions 
on tha Clintons invol vwn t in tha Whitawnfcor land d«al and Madison. Lindsay 
said officials did not discuss the substance of the RTC investigations but how 
to deal with reporters questions. 

-Harold Ickes, deputy chief of staff: Ideas has been coordinating White House 
damage control efforts in the face of the widening investigation. 

-Lisa Caputo, press secretary to Hillary Rodham Clinton. She has said she 
received a call from an RTC official last fall who told her about press 
inquiries involving Whitewater and Madison. 8he said she had not solicited any 
information but was simply returning a phone call. 

-Maggie Williams, Mrs. Clinton's chief of staff: She attended at least one of 
the meetings at which Treasury officials discussed Whitewater and Madison. 

-Roger Altman, deputy secretary of the Treasury: He is the acting head of the 
RTC and touched off criticism when he disclosed during congressional testimony 
that he had briefed White House officials in February about how the agency would 
deal with any civil claims growing out of Madison's failure. 
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-Jean Hanson, the Treasury Department ' a general counsel: She reportedly told 
Nussbaum last fall that the Clintons mere named by the RTC as possible 
beneficiaries of questionable transactions at the SfcL but were not accused of 
any wrongdoing. She was involved in RTC business. 

-Joshua Steiner, Treasury Department chief of staff: He attended the second 
Whitewater meeting with White House officials. 
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The Whitewater affair has its roots in the early business dealings of 
President and Mrs. Clinton in Arkansas. 

It derives its name from Whitewater Development Corp., a real estate venture 
the Clintons and their partners, James and Susan McDougal, formed in the late 
1970s to build a vacation and retirement community along the White River in 
northern Arkansas' Ozark Mountains. 

The venture lost money for several years and the Clintons sold out their 
interest in 1992 for $ 1,000. The Clintons say they invested and lost $ 68,900 
in Whitewater. 

Clinton was governor of Arkansas and Hillary Rodham Clinton was a lawyer for 
the Rose Law Firm in Little Rock during most of the 14 years they were involved 
in Whitewater. 

Questions first arose about Whitewater during the 1992 presidential campaign 
but those mostly focused on how much the Clintons had invested and lost. 

New questions arose last year as federal regulators began reviewing the 
failure of an Madison Guaranty Savings and Loan, an Arkansas thrift owned by 
James M cDou g al, the Clintons' pa r tner in Whitewater. 

Specifically, the Resolution Trust Corp., a federal agency that regulates the 
savings and loan industry, questioned whether funds from Madison SAL may have 
been illegally diverted to pay off the political and personal debts of prominent 
Arkansans, including then -Gov. Clinton. 

Last fall, the RTC referred the matter to federal prosecutors, stating it 
appeared the he Clintons may have benefited from questionable transactions at 
the S&L but accusing them of no wrongdoing. 

After a series of subsequent revelations about the Clintons' involvement in 
Whitewater and ties to Madison, Attorney General Janet Reno in January appointed 


LEXIS-ND 

Services of Mead Data Central. Inc 



S-NEX1S*« LEXIS-NEX!S’» 


14959 



2547 


The Associated Press, March 5, 1994 


Page 43 


a special counsel, Robert Fiske, to conduct an independent investigation. 

Fiske's investigation includes: 

-Madison's failure and whether any illegal diversion took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 

-A review of White House deputy counsel Vincent Foster's death last summer, 
which police had concluded was a suicide. At the time, Foster was working on 
Whitewater matters. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company . 

-Whether the Rose Law Firm - where Mrs. Clinton, Foster, and No. 3 Justice 
Department official Webster Hubbell formally worked - had any conflicts of 
interest in representing both regulators and Madison in SSL cases. 

-Recent contacts between the White House and Treasury Department officials 
regarding the RTC's investigation of Madison. 
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Events leading up to Saturday's resignation by chief White House counsel 
Bernard Nussbaum in connection with the controversy sur rounding President 
Clinton's role in an Arkansas real estate venture: 

1978 - Bill and Hillary Clinton, along with James McDougal, who subsequently 
became an S&L operator, purchase 200 acres in the Ozarks in attempt to construct 
a resort development. 

1979 - Whitewater Development Corp. is formed, with the Clintons as half 
owners, along with McDougal and his wife Susan. 

October 1986 < McDougal is ousted as president at Madison Guaranty Savings 
and Loan, though he remains as* owner. Examiner's report by Federal Home Loan 
Bank Board conducted several months earlier faults thrift for risky investments 
in real estate deals, low cash reserves and shoddy record-keeping. 

March 1989 - Madison fails, at cost of between $ 47 million and $ CO million 

to taxpayers. 

March 1992 - In response to repeated questions about Whitewater investment, 
Clinton's presidential campaign issues report by Denver lawyer James Lyons 
saying Bill and Hillary Clinton invested about $ 70,000 in Whitewater, but did 
nothing improper in Whitewater dealing with McDougal. The report, based on an 
examination by a Denver accounting firm, also makes clear that incomplete or 
missing records makes a complete study isqpossible. 

December 1992 - Clintons sell their share in Whitewater to McDougal, and 
eventually claim a $ 1,000 capital gain on their taxes. 

July 20, 1993 - Vince Foster, deputy White House counsel and former partner 
of Hillary Rodhasi Clinton at Rose Law Firm, is found dead of an apparent 
suicide. Documents related to Whitewater are among those taken from his office 
by administration officials and turned over to David Kendall, Clinton's personal 
attorney. 

Oct. 31, 1993 - Whitewater controversy is renewed when Washington Post 
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reports that federal regulators recommended to Justice Department that a 
criminal investigation be conducted into Madison's failure. 

Nov. 9. 1993 - Paula Casey, U.S . attorney in Little Rock, recuses herself 
from probe of Whitewater's ties to failed Madison Guaranty S6L, and is 
replaced by Justice Department prosecutor Donald Mackay. Republican lawmakers, 
meanwhile, begin calling on Attorney General Janet Reno to nominate a special 
counsel to investigate ties between McDougal's failed Madison Guaranty S6L and 
Whitewater. 

Dec. 23, 1993 - Clinton says he and his wife will turn over to Justice 
Department prosecutors all records relating to Whitewater, but warn that the 
process might take several weeks. 

Jan. 5, 1994 - White House reveals that subpoena has been issued for 
Whitewater records under terms negotiated on Dec. 23 between prosecutors and 
Kendall. 


Jan. 9, 1994 - Sen. Daniel Patrick Moynihan of New York becomes first 
Democrat to join a chorus of Republicans calling for either a special prosecutor 
or independent counsel, turning the requests for a new investigator into a 
bipartisan issue. Seven other Democratic lawmakers issue the same demand within 
the next 48 hours. 

Jan. 12, 1994 - Bowing to intensifying political pressure, Clinton asks that 
a special prosecutor be appointed to investigate his involvement in Whitewater. 

Jan. 13 - Attorney General Janet Reno vows that special counsel investigation 
will be "rugged and independent." 

Jan. 14 - Clinton, in Moscow for a summit with Russian President Boris 
Yeltsin, grouses that "the media's been obsessed with this. ... It never crosses 
by mind . " 

Jan. 20 - Robert B. Piske Jr., a Manhattan lawyer, is selected by Reno to be 
special counsel in the Whitewater case. Piske pledged a "flat out" investigation 
and said the Clintons should be questioned under oath as part of the probe. 

Jan. 26 - Saying "there is no evidence of any credible nature pointing to 
misconduct by the president or the first lady,” House Speaker Thomas S. Poley 
declared there was no need for congressional hearings on Whitewater. 

Feb. 3 - Federal Deposit Insurance Corp. spokesman David Barr confirmed a 
published report that Hillary Rodham Clinton represented federal regulators in a 
savings and loan case against a family friend and political supporter . 

Feb. 4 - Documents released by Rep. Jim Leach, R-Xowa, showed that a company 
tied to Madison Guaranty Savings and Loan Association co v er e d a $ 7,322.42 
payment on a 1985 loan to then-Gov. Clinton. 

Feb. 9 - The Senate voted 95-0 extend the deadline for civil fraud actions 
against failed savings and loans - a victory for Republicans demanding a more 
extensive probe of the Whitewater case. 

Feb. 16 - At the request of Fiske, a federal judge in Little Rock, Ark. 
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agreed to empanel a special grand jury to look into Clinton's real estate 
investment . 

Feb. 17 - Clinton declared that the tfhitevater criminal investigation would 
cost taxpayers millions even though "most of it has nothing to do with me.” 

Feb. 25 - Deputy Treasury Secretary Roger C. Altman announced he has removed 
himself from the investigation of a failed Arkansas savings and loan and would 
step down March 30 as head of the savings and loan cleanup agency. Altman had 
acknowledged giving the White House a private briefing on the status of the SSL 
agency's investigation. 

March 2 - Associate Attorney General Webster Hubbell, the No. 3 official at 
the Justice Department and friend of the Clintons, acknowledged that he had been 
questioned by his former law firm, the Rose Law Firm, about his billings in past 
cases. Hubbell denied ever overcharging the Resolution Trust Corp. or any other 
clients. 

March 3 - Clinton ordered White House aides to "bend over backward” to avoid 
meddling in a federal investigation of him. 

March 4 - The FBI served subpoenas on six of Clinton's senior White House 
aides seeking testimony and documents related to the probe of Whitewater and the 
failed Madison Guaranty Savings and Loan Association. 
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WASHINGTON -- The FBI served the White House a subpoena late 
Friday, demanding any materials related to contacts between White 
House aides and federal agencies investigating the failure of an 
Arkansas thrift with ties to President Clinton. 

Six of Clinton's top aides also were subpoenaed to provide 
information to authorities trying to determine whether funds were 
diverted illegally from the now defunct Madison Guaranty Savings 
and Loan of Little Rock into private ventures, including a land 
development company known as Whitewater in which the president and 
first lady Hillary Rodham Clinton were co-partners with Madison 
owner James McDougal. 

The dramatic move by special Justice Department counsel 
Robert B. Fiske Jr., who was appointed by Attorney General Janet 
Reno to conduct an independent probe of the Whitewater affair, 
stunned the White House, which already was reeling from the 
disclosure that top Clinton aides had been briefed in meetings with 
Treasury officials on the status of a federal inquiry into the 
Madison-Whitewater matter being conducted by the Resolution Trust 
Corp 

Clinton, who has maintained that he knew nothing of the 
meetings, said Thursday that they should not have been held, 
acknowledging that they appeared to raise questions about whether 
his aides were trying to interfere in the investigation. 

One of the aides. White House counsel Bernard Nussbaum, was 
expected to resign Friday evening, in part because of his 
participation in the meetings. But White House officials said the 
resignation, which was being worked out in the Oval Office with the 
president when the subpoenas were served around 7 p.m., was 
postponed for at least a day. 

The subpoenas demanded that the White House produce any 
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memos, documentation, computer notes or other materials related to 
the three known meetings . between White House aides and Treasury 
officials and any other contacts that may have been made with 
federal agencies involved in the Madison-Whitewater investigation. 

Nussbaum was one of six White House officials subpoenaed to 
appear before a federal grand jury, possibly on March 10. The 
others were White House Deputy Chief of Staff Harold Ickes; senior 
Clinton adviser Bruce Lindsey; Communications Director Mark Gearan; 
Lisa Caputo, press secretary to Hillary Clinton; and Maggie 
Williams, the first lady's chief of staff. 

Three senior Treasury Department officials also were 
subpoenaed. They were general counsel Jean Hanson, Treasury 
Secretary Lloyd Bentsen's chief of staff Joshua Steiner, and Deputy 
Treasury Secretary Roger Altman, who acknowledged meeting with 
Nussbaum recently to update him on the Madison inquiry still being 
conducted by the RTC. 

Former Bentsen aide Jack DeVore, now an Austin political 
consultant, said Friday night that he was told by the FBI ""to 
expect a subpoena within a few days . 1 ' 

A White House spokeswoman said the subpoenas would be 
complied with ""fully and promptly. •' 

The subpoena also directed the White House to preserve any 
records related to the Madison-Whitewater matter. Moments after it 
was received. Deputy White House Counsel Joel Klein issued a 
memorandum ordering the staff to cooperate and barring the 
destruction of any materials, including computer records. 

The subpoenas arrived at the White House amid a chorus from 
Republican lawmakers for congressional hearings to be held on the 
Madison-Whitewater affair. 

House Minority Whip Newt Gingrich, R-Ga . , said the growing 
fallout from the investigation was on the verge of rendering the 
administration incapable of functioning. He called on the president 
to fire anyone on his staff who may have engaged in questionable 
activities aimed at protecting him from the investigation. 

Clinton reacted furiously at suggestions his Whitewater 
problem is turning into another Watergate, and he accused 
Republicans of trying to bring down his presidency by making a 
political issue out of it. 

■"I think it is clear that the Republicans have behaved in a 
fairly blatant, bald and totally political way,'' Clinton said. 

""And since there is no evidence of abuse of authority on my part 
as president, or any of the kinds of things that their parties and 
administrations were accused of (in the Watergate cover-up) , I 
think they would show a little more restraint and judgment in this 

case. 
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Clinton said he wants the investigation "'to be done fully, 
clearly, and to be over with" as soon as possible. He continued to 
insist that he had done nothing wrong. But he acknowledged again 
that Nussbaum and other senior aides may have overstepped ethical 
boundaries by meeting with Treasury officials. 

Clinton also ordered that strict guidelines be set up to 
ensure that his staff does not engage in any improper contacts with 
agencies involved in the investigation. 

Clinton said he would not try to prevent Congress from 
holding hearings on the Kadison-Whitewater affair. But he suggested 
that they would be a waste of money. 
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Whitewater special counsel Robert B. Fiske Jr. on Friday subpoenaed nine 
Clinton Administration officials, including White House Counsel Bernard 
Nussbaum, whose resignation is considered imminent because of the way he has 
handled the Whitewater controversy. 

Those subpoenaed include six White House aides who participated in meetings 
with Treasury Department officials about aspects of the investigation into the 
Whitewater Development Corp., an Ozark Mountain real estate venture in which 
then- Arkansas Gov. Bill Clinton and his wife, Hillary Rodham Clinton, were 
partners . 

Fiske had been expected to subpoena Administration officials as part of his 
effort to determine what happened in the Whitewater matter, but his decision to 
summon those involved in the White Rouse -Treasury Department meetings makes it 
clear that he also intends to examine subsequent related-) actions to see if any 
improprieties occurred. 

Subpoenaed were Nussbaum, White House counselor Bruce Lindsey; Deputy chief 
of Staff Harold Ickes; Communications Director Mark D. Gearan ; Hillary Clinton's 
chief of staff, Margaret Williams; and the First Lady's press secretary, Lisa 
Caput o. 

Lindsey has been the chief White House official handling Whitewater- related 
questions for Clinton. Ickes, Williams and Nussbaum met last month with Deputy 
Treasury Secretary Roger Altman, who briefed them on procedures that the 
Resolution Trust Corp. — a Treasury agency -- was following in pursuing its 
investigation of Madison Guaranty Savings & Loan, a failed Arkansas thrift 
that was owned by James B. McDougal, the Clintons' partner in the real estate 
deal. 


Gearan and Nussbaum took part in a meeting last fall with Treasury Department 
officials at which the Madison Guaranty investigation was discussed. 
Participants have said that they discussed only one topic at the meeting: how to 
respond to press inquiries about Madison Guaranty. 
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Fiske also subpoenaed Altman and two other Treasury Department officials who 
participated in the meetings -- General Counsel Jean E. Hanson and Joshua 
Steiner, the department's chief of staff. 

Nussbaum has been under fire for allowing the meetings to take place and for 
participating in them. Congressional Republicans and other critics have charged 
that the meetings could have allowed White House officials to interfere with the 
Treasury Department’s investigation of possible wrongdoing at Madison 
Guaranty. 

President Clinton conceded Thursday that the meetings, two last fall and one 
last month, created an appearance of impropriety. 

Fiske is investigating the Clintons' role in Whitewater Development and, 
among other things, whether funds from Madison Guaranty might have been used 
to pay off Clinton campaign debts or to offset their losses on the real estate 
venture . 

The Clintons have said that they lost about $69,000 in Whitewater. Madison 
Guaranty was seized by federal regulators in 1989 at a cost to taxpayers of 
between $47 million and $60 million. 

In a memorandum to the White House staff. Deputy Counsel Joel Klein said that 
the subpoenas, which call for the officials to appear in federal district court 
in Washington on March 10, cover "any and all documents and/or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings k Loan, its subsidiaries or affiliates” 
between White House staff and officials of the Treasury Department or the RTC . 

Klein warned that "the destruction of documents after receipt of this 
subpoena may constitute obstruction of justice" and suggested that, "if you have 
any doubt about whether a particular document is called for . . , you must save 
it . " 

Klein also directed White House aides not to purge any computer records and 
directed officials to stop removing any paper from the White House, including 
trash thrown in wastebaskets. 

White House Press Secretary Dee Dee Myers said staff members would fully 
comply with the subpoenas and that the White House would have no other comment. 

Clinton was informed of the subpoenas about 7 p.m. Friday, shortly before 
they were served, aides said, and he instructed the staff to cooperate. 

The subpoenas, the first known to have been issued to White House officials 
in the investigation, could temporarily delay the resignation of Nussbaum, whose 
yearlong tenure as the White House chief counsel has been marked by frequent 
controversy. 

Earlier in the day, Clinton conspicuously distanced himself from his 
embattled aide at a White House press conference, ducking several public 
opportunities to voice confidence in him. 

"I have nothing more to add to what I said yesterday," Clinton said when 
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asked about Nussbaum. 

Clinton's reference was to remarks he made Thursday criticizing the meetings 
Nussbaum attended with Treasury Department officials. 

"We have to be careful," Clinton said at the press conference. "I think I 
have sent a very clear and unambiguous signal that there's no point in letting a 
process mess this White House up when we have not yet been accused of any 
wrongdoing. And since there was no wrongdoing on my part, I want a full, 
complete, thorough investigation, and I want it to go forward unimpeded and then 
to be over . " 

While Clinton did not mention Nussbaum by name, his words appeared to be a 
clear rebuke, given that Nussbaum 1 ■ job has been to oversee the internal 
processes of the White House to ensure that they do not "mess up." 

As he has done before, Clinton complained about the political use that 
Republicans have made of the Whitewater matter, saying that "there is no 
evidence of abuse of authority on my part as President, or any of the kinds of 
things for which their parties and administrations were accused. 

"The Republicans have behaved in a fairly blatant, bald and totally political 
way," Clinton said. "Since they have often complained in the past of political 
motivation, I think that they would show a little more restraint and judgment in 
this case." 

But White House officials made it clear that Clinton, who thought the 
Whitewater issue had been taken off his back by the appointment of Fiske as a 
special counsel earlier this year, also believes that he was let down by members 
of his staff, including Nussbaum. 

Clinton and Nussbaum subsequently met in the Oval Office, and officials 
predicted that the presidential aide's resignation would come Friday evening. 

After news of the subpoenas surfaced, officials said the announcement was put 
off but that it could come ss early as today. 

The formal letters of resignation and presidential acceptance were prepared 
and ready for release, officials said. 

The 57-year-old Nussbaum has long been close to the First Family. As a lawyer 
on the House Judiciary Committee's staff when it considered the impeachment of 
President Richard Nixon during his Administration's Watergate scandal, Nussbaum 
hired the young Hillary Rodham and supervised her work. She, in turn, introduced 
him to her then-boyfriend. Bill Clinton. 

During the presidential contest, Nussbaum, who had subsequently carried on a 
highly successful career as a litigator, provided advice and counsel to Clinton 
during some of the campaign's toughest moments, including the week that Gennifer 
Flowers, a former Little Rock night club singer, publicly accused Clinton of 
carrying on a lengthy extramarital affair with her. 

After the election, Clinton asked Nussbaum to take on the counsel's job. In 
that post, he had some notable successes. He oversaw the process that led to the 
appointment of Ruth Bader Ginsburg to the Supreme Court and the selection of 
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Louis J. Fresh to head the FBI. 

But more often, Nussbaum seemed to pop up in the middle of problem areas. 

He was widely accused within the White House of having mishandled the aborted 
nomination of Judge Kimba M. Wood to be attorney general and the nomination of 
C. Lani Guinier to head the Justice Department's civil rights division. 

He also participated in the controversy that began with the firing of the 
staff of the White House travel office. 

After his deputy, Vincent Foster, apparently committed suicide last summer, 
Nussbaum supervised the White House effort to manage the police investigation, 
leading to still -unsubstantiated accusations that he blocked investigators in an 
attempt to hide something. 

Nussbaum* s defenders accused critics of having twisted his actions -- 
ascribing sinister motives to innocent decisions. But even his friends conceded 
that Nussbaum consistently appeared to ignore the political and public aspects 
of representing a client who is President of the United States. 
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Whitewater special counsel Robert B. Piske Jr. on Friday subpoenaed nine 
Clinton Administration officials, including White House counsel Bernard 
Nuasbaum, whose resignation is widely considered imminent because of the way he 
has handled the Whitewater controversy. 

Those subpoenaed include six White House aides who participated in meetings 
with Treasury Department officials about aspects of the Whitewater 
investigation. 

Fiske was expected to subpoena Administration officials as part of his 
inquiry, but his decision to summon those involved in the White House -Treasury 
meetings makes clear that he also intends to examine those meetings to see if 
improprieties occurred. 

Subpoenaed were Nussbaum, White House counselor Bruce Lindsey, Deputy Chief 
of Staff Harold Ickes, Communications Director Mark D. Gearan, First Lady 
Hillary Rodham Clinton's chief of staff, Margaret Williams, and the First Lady's 
press secretary, Lisa Caputo. 

Fiske also subpoenaed three Treasury Department officials who participated in 
the meetings -- Deputy Secretary Roger Altman, General Counsel Jean Hanson and 
Chief of Staff Joshua Steiner. 

Nussbaum has been under steady fire for allowing the meetings to take place 
and for participating in them. Congressional Republicans and other critics have 
charged that the meetings could have allowed White House officials to interfere 
with the Treasury Department's investigation of possible wrongdoing at the 
Madison Guaranty Savings 6 Loan, an Arkansas thrift that was involved in 
Whitewater events. President Clinton conceded Thursday that the meeting, two 
last fall and one last month, created an appearance of impropriety. 

Lindsey has been the chief White House official handling Whitewater- related 
questions for Clinton. Ickes, Williams and Nussbaum met last month with Altman, 
who briefed them on procedures that the Resolution Trust Corp. --a Treasury 
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Depart men agency -- was following in pursuing the Madison Guaranty 
Investigation. 

Gearan and Nussbaum took part in a meeting last fall with Treasury Department 
officials at which the Madison Guaranty investigation was discussed. The 
officials asserted that the only topic discussed at the meeting waa Madison 
Guaranty. 

In a memorandum to the staff, White House Deputy Counsel Joel Klein said the 
subpoenas, which calls for the officials to appear in federal district court in 
Washington on March 10, covers "any and all documents and/or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings & Loan, its subsidiaries or affiliates" 
between White House staff and officials of the Treasury Department or the 
Resolution Trust Corp. 

Klein warned that "the destruction of documents after receipt of this 
subpoena may constitute obstruction of justice" and suggested that, "if you have 
any doubt about whether a particular document is called for . . , you must save 
it." 

Klein also directed White House aides not to purge any computer records and 
directed officials to stop removing from the White House any paper, including 
trash thrown in wastebaskets. 

White House Press Secretary Dee Dee Myers said staff members would fully 
comply with the subpoenas and that the White House would have no other comment. 

President Clinton was informed of the subpoenas about 7 p.m. , shortly before 
they were served, aides said, and he instructed the staff to cooperate. 

The subpoenas, the first known to have been issued to White House officials 
in the investigation, perhaps temporarily delayed the resignation of Nussbaum, 
whose yearlong tenure as the White House chief counsel has been marked by 
frequent controversy. 

Earlier in the day, Clinton conspicuously distanced himself from his 
embattled aide at a White House press conference, ducking several public 
opportunities to voice confidence in him. 

"I have nothing more to add to what I said yesterday," Clinton said when 
asked about Nussbaum. 

Clinton's reference was to remarks he made Thursday criticizing the meetings 
Nussbaum attended with Treasury Department officials. 

"We have to be careful," Clinton said at the press conference. "I think I 
have sent a very clear and unambiguous signal that there's no point in letting a 
process mess this White House up when we have not yet been accused of any 
wrongdoing. And since there was no wrongdoing on my part, I want a full, 
complete, thorough investigation, and I want it to go forward unimpeded and then 
to be over." 

While Clinton did not mention Nussbaum by name, his words appeared to be a 
clear rebuke, given that Nussbaum 's job has been to oversee the internal 
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process** of the White Mouse to ensure that they do not "mess up." 

As he has done before, Clinton complained about the political use that 
Republicans have made of the Whitewater matter, saying that "there is no 
evidence of abuse of authority on my part as President, or .any of the kinds of 
things for which their parties and Administrations were accused. 

"The Republicans have behaved in a fairly blatant, bald and totally political 
way," Clinton said. "Since they have often complained in the past of political 
motivation, I think that they would show a little more restraint and judgment in 
this case." 

But White House officials made clear that Clinton, who thought the Whitewater 
issue had been taken off his back by the appointment of Piske as a special 
counsel earlier this year, also believes that he was let down by members of his 
staff, including Nussbaum. 

Clinton and Nussbaum subsequently met in the Oval Office, and officials 
widely predicted that the presidential aide's resignation would come later in 
the evening. But after news of the subpoenas, officials said the announcement 
would be put off, perhaps until after the weekend. 

The S7~y*ar-old Nussbaum has long been close to the First Family. As a lawyer 
on the House Judiciary Committee's staff when it considered the impeachment of 
President Richard Nixon during the Watergate scandal, Nussbaum hired the young 
Hillary Rodham and supervised her work. She, in turn, introduced him to her 
then-boyfriend. Bill Clinton, telling the skeptical New York attorney that one 
day he intended to run for President. 

During the presidential contest, Nussbaum, who had subsequently carried on a 
highly successful career as a litigator, provided advice and counsel to Clinton 
during some of the campaign *6 toughest moments, including the week that Gennifer 
Flowers publicly accused Clinton of carrying on a lengthy affair with her. 

After the election, Clinton quickly turned to Nussbaum to take on the 
counsel's job. In that post, he had some notable successes. He oversaw the 

process that led to the appointment of Ruth Bader Olnstourg to the Supreme Court 
and the selection of Louis J. Freeh to head the FBI. 

But more often, Nussbaum seemed to pop up in the middle of problem areas. He 
was widely accused within the White House of having mishandled the aborted 
nomination of Judge Kimba M. Wood to be attorney general and the nomination of 
C. Lani Guinier to head the Justice Department's civil rights division. 

He also participated in the controversy that began with the firing of the 
staff of the White House travel office. In all three cases, Nussbaum appeared to 
lack the political antennae to sense danger ahead and keep Clinton away from it. 

After his deputy, Vincent W. Foster, apparently committed sucicide last 
summer, Nussbaum supervised the white House effort to manage the investigation 
by police, leading to still-unsubstantiated, but nonetheless unresolved, 
accusations that he blocked investigators in an attempt to hide something. 

Nussbaum' s defenders accused critics of having twisted his actions -- 
ascribing sinister motives to innocent decisions. But even his friends conceded 
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that Nussbaum consistently appeared to Ignore the political and public aspects 
of representing a client who is President of the United States. 
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A courier employed by the Roae Law Firm acknowledged Friday that he shredded 
documents belonging to late White House counsel Vincent Foster in January, a few 
weeks before the firm received a broadly worded subpoena for documents from 
Whitewater special counsel Robert B. Fiske Jr. 

Clayton Lindsey, 19, of Little Rock, told The Times that both he and his 
roommate, Jeremy Hedges, also a courier at the law firm, were instructed to 
destroy the papers. He declined to describe the contents of the documents but 
said they could have been internal materials, as spokesmen for the firm have 
suggested, rather than files related to the Whitewater controversy. 

Lindsey testified about the shredding to a federal grand jury on Feb. 16. His 
and Hedges' testimony apparently led Fiske to issue the subpoena to the law 
firm. 

Lawyers at the firm, where Foster practiced law before January, 1993, along 
with now- First Lady Hillary Rodham Clinton and two currant Administration 
officials, do not deny that some documents belonging to Foster were shredded, 
but they have maintained that they never destroyed any materials that might be 
pertinent to Fiske' s investigation. 

Reports of the shredding, which first appeared in the Washington Times and 
the New York Tiams, added to the many difficulties that the law firm -- reputed 
to be the oldest west of the Mississippi River -- has encountered since it came 
under scrutiny as a result of its involvement in the Whitewater controversy. 

In the last few weeks, the firm's lawyers have been forced to respond to 
allegations of conflict of interest, overbilling and destroying evidence. 

Fiske is looking into allegations that President Clinton may have benefited 
improperly from his association with James B. McDougal, owner of a failed 
savings and loan and partner with the Clintons in a real estate development firm 
known as Whitewater Development Corp. 
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Although the inquiry center* on Whitewater, Fiske is also investigating the 
apparent suicide of Foster last summer. His investigation also is looking at the 
role played by Hillary Clinton and her firm in representing Whitewater and 
McDougal's Madison Guaranty Savings fc Loan. 

In response to the couriers' story, a spokesman for the law firm has 
acknowledged that some files belonging to Foster were found earlier this year 
when one lawyer was moving to a new office. 

He said those documents were discarded because they were nothing more than 
"internal Rose firm materials," such as notes of committee meetings. 

Lindsey, a college student who works part time at the law firm, said the 
documents he and Hedges shredded were plainly marked as belonging to Foster. 

After the couriers testified, Fiske sent a subpoena to the firm warning 
against the shredding or destruction of documents. 

At the time, the subpoena was characterized by Rose lawyers as "extremely 
broadly worded, ” but it is not known if discarded committee meeting notes and 
other internal documents would have been covered. 

On Friday, Fiske declined to discuss the subpoena. 

A special grand jury is expected to be impaneled later this month to begin 
hearing testimony in the Whitewater matter. The couriers appeared before a 
regular grand jury, which sat three days last month to hear a variety of 
preliminary matters related to Whitewater. 

In interviews with The Times over the last month, several Rose Law Firm 
partners have strongly denied reports that the firm ever shredded any documents 
related to Whitewater, which would be a criminal act. Even before the subpoena 
was received, the firm's lawyers were ethically bound to preserve evidence. 

"You think if we were going to shred some documents from Madison and 
Whitewater, we would call in some clerks and say: 'Here, we are going to shred 
Whitewater documents?' " asked Alan Bird, who represents the firm in Washington. 
"And do you think we would do it in the middle of the day?" 

Many law firms routinely destroy confidential documents that are no longer 
needed. According to Rose partners, their firm did not own a shredder until 
1992, when one was purchased in response to indications that news reporters 
covering the Clinton presidential campaign were foraging through the firm's 
trash. 

Lindsey said he and Hedges testified before the grand jury with the knowledge 
and approval of their employer, but they hired a lawyer from another firm to 
accompany them into the grand jury room. 

He said his testimony has done nothing to undermine his employment at the , 
firm, where he runs errands and does other tasks. 

Hedges was working at the firm on Friday and could not be reached. 
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WASHINGTON - The FBI Friday night served six senior White House aides and 
three Treasury Department officials with subpoenas on behalf of the Whitewater 
special prosecutor. 

The subpoenas followed the disclosure of meetings between White House and 
Treasury Department officials to discuss the investigation of a failed Arkansas 
thrift linked to the unsuccessful Whitewater land development project. 

President Clinton and his wife, Hillary Rodham Clinton, were partners in the 
northern Arkansas project with the head of the thrift, James McDougal, and his 
wife, Susan. 

The Justice Department, to avoid the appearance of a conflict of interest, 
appointed an independent counsel, Robert Fiske, to investigate the land deal and 
whether Whitewater investors benefited from improper actions at Madison 
Guaranty Savings ft Loan. 

"The White House will comply fully and promptly with the subpoena, " said 
White House press secretary Dee Dee Myers. 

Administration officials said the subpoenas delayed the resignation of white 
House counsel Bernard Nussbaum, which had been expected Friday night. 

Mr. Nussbaum, under fire for mishandling the White House response to the 
Whitewater investigation, probably will resign this weekend, an official said. 

The subpoenas, delivered early Friday evening, also seek White House 
documents relating to meetings and contacts between Mr. Clinton's advisers and 
Treasury Department officials. 

Administration officials confirmed that six White House aides and three 
Treasury Department officials will be required to testify before a federal grand 
jury on March 10. 

The White House officials are Deputy Chief of Staff Harold Ickes; senior 
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adviser Bruce Lindsey; Communications Director Mark Gearan; Mr. Nussbaum; Mrs. 

Clinton's press secretary, Lisa Caputo; and her chief of staff, Margaret 
williams. 

Treasury spokesman Howard Schloss said Deputy Treasury Secretary Roger 
Altman, counsel Jean Hanson and Joshua Steiner, chief of staff to Treasury 
Secretary Lloyd Bentsen, received subpoenas. 

Jack Devore, the former press secretary to Mr. Bentsen, said he had not been 
subpoenaed but had been notified that he can expect to receive one. 

Mr. DeVore attended one meeting between White House and Treasury Department 
officials in which he said press questions were discussed. 

"I probably triggered it after I a got a phone call from a reporter making 
inquiries. I followed up in effort to get responses to the reporter's 
questions," Mr. DeVore said. 

At the White House, Deputy Counsel Joel Klein ordered officials to preserve 
all paper and computer -generated documents sought by the special prosecutor. 

"You must also retrieve and retain any responsive documents in your wastepaper 
basket and your bum bag," Mr. Klein informed officials in a memorandum. He 
also issued orders to stop the removal of White House waste baskets, bum bags 
and computer messages and warned staffers that destruction of documents could 
amount to obstruction of justice. 

Mr. Clinton, according to aides, was informed of the subpoenas early Friday 
evening by White House Chief of Staff Thomas F. "Mack" MeLarty. 

On Thursday, Mr. Clinton criticized meetings that Mr. Nussbaum and others 
attended with Treasury Department officials investigating Madison. On two 
occasions Friday he declined to defend Mr. Nussbaum or comment on his future. 

Mr. Nussbaum also has been criticized for his role in numerous White House 
crises last year. They include botched Cabinet nominations of Zoe Baird and 
Lani Guinier, mishandling of police inquiries after the apparent suicide of 
Deputy Counsel Vince Foster and his office's participation in events surrounding 
the firing of the White House travel office staff . Most of the firings were 
later reversed. 

Mr. Nussbaum instructed that Mr. Foster's Whitewater files not be turned over 
to officials investigating his death and sat in on interview of Mr. Foster's 
co-workers during the inquiry. 

During his White House tenure, the New York attorney has been credited with 
playing a pivotal role in the selection of FBI Director Louis Freeh and Supreme 
Court Justice Ruth Bader Ginsburg - two widely praised appointments. 

But colleagues have faulted him, saying that he demonstrated no skill or 
appreciation for the political implications of White House actions and that he 
viewed matters solely from a legal perspective. 

They also have expressed wonder that he seemingly did not learn from his 
office's mistakes. 
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on Thursday, the white House counsel was the apparent target of an unusual 
public rebuke from Mr. Clinton over the White House's handling of 
Whitewater- related activities. 

The president said it "would have been better" if three meetings between 
white House officials and Treasury Department officials had not taken place, 
though he added he saw no wrongdoing in them. 

On Friday, during a news conference with Ukrainian President Leonid Kravchuk, 
Mr. Clinton neither confirmed nor denied that Mr. Mussbaum would resign. 

He did, however, speak about other Whitewater- related questions and lashed 
out at Republicans who have made another call for a House investigation. 

"It is clear that the Republicans have behaved in a fairly blatant, bald and 
totally political way in this regard," he said. 

Mr. Clinton said there is no evidence of wrongdoing on his part. 

"Since they often have complained in the past of political motivation, I 
think that they would show a little more restraint and judgment in this case," 
he said. 

The president, however, said it was up to the House of Representatives to "do 
whatever they think is appropriate to do, not for me to tell them what to do." 

The news conference in the Bast Room had been called to discuss 
U.S. -Ukrainian relations, but Mr. Clinton was asked several questions on 
Whitewater. 

With Mr. Kravchuk standing next to him, Mr. Clinton said he had "constructed 
a clear and appropriate fire wall" between the White House and any federal 
regulatory agency that might be involved with Whitewater- related matters. 

Republicans and other critics have faulted the administration for waiting 
until this week to erect the fire wall and said the meetings in question should 
not have occurred. 


Mr. Altman disclosed last week that he had briefed White House officials on 
matters pertaining to Resolution Trust Corp's investigation of the failed 
savings and loan. Mr. Altman, who is the RTC's acting head, subsequently 
recused himself from all matters related to Whitewater. 

This week, the White House confirmed that in September Treasury Department 
Counsel Jean Hanson had told Mr. Nussbaum that the Clintons would be mentioned 
as possible beneficiaries of illegal Madison activities when the RTC referred 
the matter to the Justice Department. 

The following month, Mr. Nussbaum, Mr. Gearan and Mr. Lindsey met with the 
three Treasury Department officials to discuss how to handle press inquiries on 
the matter. 


On Thursday, Treasury Secretary Lloyd Bentsen issued a statement saying he 
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did not know about the moating* and he ordered thedepartment ’ s ethics office to 
investigate. - 
LANGUAGE: ENGLISH 
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WASHINGTON - The special counsel investigating President Clinton's Arkansas 
land dealing and an attorney he has hired to assist him have made sizable 
campaign contributions to Republicans in recent years, records show. 

Federal Election Commission records show that Whitewater investigation 
special counsel Robert Fiske has given $ 5,300 to the Republican National 
Committee and GOP candidates since 1992. 

A Wall Street lawyer and former U.S. attorney in New York, Mr. Fiske has 
well-known, longtime GOP ties. 

One of the recipients of Hr. Fiske' s donations - New York Republican Sen. 
Alphonse D' Amato - is now one of the most vocal critics of Mr. Clinton's 
Whitewater dealings. Mr. Fiske contributed $ 1,000 to Mr. D'Amato in 1992. 

William Duffey - an Atlanta attorney whom Mr. Fiske hired to help in the 
probe of Whitewater and its connections to Mr. Clinton and first lady Hillary 
Rodham Clinton - has contributed more. 


In the past two years, he donated $ 7,000 to Republicans, including $ 1,000 
to the Bush-Quayle presidential primary campaign in 1992, records show. He said 
in an interview that he also has contributed to Democrats in the past. 

Attorney General Janet Reno picked Mr. Fiske Jan. 20 to head up the probe. 

She gave him a broad mandate to investigate the relationships of the Clintons 
with Madison Guaranty Savings & Loan Association, Whitewater Development Corp. 
and Capital Management Services Inc., all in Arkansas. 

The probe also will encoqpass the July 1993 suicide of White House general 
counsel Vincent Foster. Before coming to Washington, Mr. Foster was a law 
partner with Mrs. Clinton in the Rose Law Firm in Little Rock and handled much 
of the Cl interns' personal legal affairs. 

Mr. • Fiske last month hired seven attorneys to work with him on the Little 
Rock-based investigation, including Mr. Duffey, partner in the high-profile 


LEXIS -NEXIS'® LEXIS'- NEXIS® LEXIS'-NEXIS'® 

Services of Mead Data Central, too 


14992 



2570 


THE DALLAS MORNING NEWS. March 5. 1994 


Page 66 


Atlanta firm of King and Spalding. 

Aside from the $ 1,000 he contributed to Mr. O' Amato, Mr. Fiske also gave 
former U.S. Attorney General Dick Thornburgh $ 1,000 in 1991, when he was 
tunning unsuccessfully for the Senate in Pennsylvania. 

GRAPHIC: PHOTO (S) : Robert Fiske. . . . Whitewater special counsel has 
well-known, longtime GOP ties. 
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Ten senior White House and Treasury Department officials were subpoenaed 
tonight for testimony and documents related to an inquiry into a failed Arkansas 
savings and loan with ties to President Clinton and his wife. 

While Federal Bureau of Investigation agents were serving the subpoenas. 
President Clinton met with the White House counsel, Bernard W. Nussbaum, who was 
one of those subpoenaed, to arrange the lawyer's resignation. Mr. Nussbaum told 
Mr. Clinton that he would step down on Saturday, aides said. 

On an extraordinary day in which Mr. Clinton and his aides tried to contain 
the political damage, they battled a rising tide of bad news, including signs 
that some Democrats were quietly joining the Republican clamor for Congressional 
hearings into Mr. Clinton's investment in an Arkansas real estate venture, the 
Whitewater Development Company. The Clintons were partners in the venture with 
James B. McDougal, the head of the savings and loan. 

Information Quest 

The subpoenas were issued by Robert B. Fiske, the special counsel appointed 
to look into the Whitewater matter, but there was no indication that they were 
for any purpose other than the gathering of information. 

All 10 of the officials were named in news accounts this week as having taken 
part in unusual meetings to discuss the Federal investigation of the Arkansas 
savings institution, Madison Guaranty Savings and Loan. Mr. Fiske has 
broad-based authority under his charter to determine whether the Government has 
handled itself properly in that case. 

Not since the Iran-contra affair has a Federal law enforcement agency reached 
this deeply into the White House as part of an official inquiry. The subpoenas 
of top aides to Mr. Clinton and to Treasury Secretary Lloyd Bentsen handed the 
White House a major embarrassment as officials tried to steer attention away 
from Whitewater. 

Sensitive Subject 
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At those meetings, the Treasury and White House aides reviewed the status of 
an investigation by the Resolution Trust Corporation into Madison Guaranty, a 
sensitive subject that would ordinarily be kept from political officials and 
anyone with a connection to the institution. No one has suggested that there was 
anything criminal about such discussions, but they might have violated 
Government ethics regulations. 

The six White House aides subpoenaed to testify were Mr. Nussbaum; Bruce 
Lindsey, a senior adviser to Mr. Clinton; Harold M. Ickes, the deputy chief of 
staff; Mark D. Gear an, the communications director; Maggie Williams, the chief 
of staff to Hillary Rodham Clinton, and Lisa Caputo, Mrs. Clinton's press 
secretary. 

All were ordered to appear in Federal District Court in Washington on March 
10 to provide testimony for a grand jury in Little Rock, Ark. 

A separate subpoena demanded that the White House surrender all documents and 
communications relating to contacts between the White House and Treasury 
Department officials about Madison Guaranty. 

Zn response, Joel Z. Klein, the deputy White House counsel, issued four 
memorandums ordering the White House staff, janitors and technicians not to 
destroy information and documents in files, computers , waste baskets and burn 
bags. 


Howard Schloss, a spokesman for the Treasury Department, said Deputy 
Secretary Roger C. Altman; Jean Hanson, the department counsel, and Josh 
Steiner, Mr. Bentsen's chief of staff, had also been subpoenaed to appear before 
a grand jury under the direction of Mr. Fiske. 

A participant in the meetings said that Jack DeVore, Mr. Bentsen's closest 
aide at the time, was also told to Appear before the grand jury. 

Associates of Mr. Nussbaum said that he had hoped to postpone his resignation 
long enough to diminish the impression that he had been dismissed but that he 
had recognized as the day progressed that he had little option but to step down 
immediately. 


As soon as the first meeting was disclosed, Republicans began demanding a new 
inquiry into the Clintons' investment and put pressure on Mr. Clinton to act 
firmly to disavow the talks. Today, some Democrats also seemed to be considering 
hearings on Whitewater. 

Rxpectations for a Day 

Mr. Clinton had to cope with the question of Mr. Nussbaum' ■ fate on a day in 
which a meeting with President Leonid Kravchuk of Ukraine was supposed to be the 
main event. At a picture* taking session and a joint news conference in the Bast 
Room, the first question to Mr. Clinton was whether Mr. Nussbaum, who is 57, 
would remain at his post. Mr. Clinton later added discussions with top aides to 
his afternoon calendar to consider that very question. 

But the White Bouse agenda became even more complicated late this afternoon, 
when the F.B.Z. told William H. Kennedy 3d, an associate White House counsel. 
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chat it planned to eerve the six subpoenas. Mr. Kennedy told Thomas P. McLarty 
3d, the White House chief of staff, who told Mr. Clinton about 6 P.M., just 
before he began to talk with Mr. Nussbaum. 

An F.B.I. agent served the six subpoenas about an hour later in the White 
House counsel's suite. In a written statement tonight, Dee Dee Myers, the White 
House press secretary said, "The White House will comply fully and promptly with 
the subpoena . " 

Before the latest round of criticism over his role in the Whitewater affair, 

Mr. Nussbaum had already been at the center of a series of White House political 
miscues, including the failed nomination of Lani Guinier to a top Justice 
Department post, the torturous search for an Attorney General and the removal of 
files from the office of Vincent W. Poster Jr., Mr. Nussbaum' • deputy who killed 
himself in July. 

Officials said that history, coupled with Mr. Nussbaum 1 ■ most recent actions, 
had left his position difficult to defend, especially after officials said that 
the once -unquestioned support of his political patron, Hillary Rodham Clinton, 
was in doubt. 

A Telling Symbol 

"If this was the first time in the barrel for him, maybe we could fight for 
him," a senior White House official said. "But the third time is hard." 

Earlier today, Mr. Clinton refused twice to comment about Mr. Nussbaum 'a 
fate, a telling symbol in the Washington political lexicon. The President was 
said by aides to be particularly upset that the White House lawyer had not 
anticipated trouble from the series of meetings with senior Treasury Department 
officials on the investigation into the bankrupt Arkansas savings and loan. 

Associates of Mr. Nussbaum said he would have preferred that a decent 
interval pass before he resigns his post. But they said Mr. Clinton's failure to 
express confidence in him during public appearances today could only have been 
intended as a message that it was time to leave. 

Other officials said aides to Mrs. Clinton had told associates in the 
Administration that she was disappointed in the way Mr. Nussbaum, her one-time 
mentor, had handled the matter. Because of her close friendship with Mr. 

Nussbaum, Mrs. Clinton's views on the issue are crucial. 

Even this morning, a close friend of Mr. Nussbaum' s said, "None of us see how 
he can survive much longer.” 

Before this week's first disclosure of his participation in an unusual 
meeting, Mr. Nussbaum had told friends that he believed his job was to be a kind 
of a lightning rod for the Administration . But he told the friends that he hoped 
to stay in the White House for at least another year, if not until the end of 
Mr. Clinton's first term, and had recently bought a residence at the Watergate 
Apartments . 

Consequences of a Resignation 

By this afternoon, senior White House officials were discussing what the 
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consequences of s resignation by Hr. Nussbaum might be, and whether it might 
help close the political wounds inflicted by the disclosure of the meetings. 

Hr. Clinton on Thursday expressed dismay that the meetings had taken place, 
but that only led Republicans in Congress today to voice new complaints about 
the White House's conduct. 

After poking for months at Whitewater's embers, the Republicans expressed new 
confidence that the missteps would finally force Congress's Democratic majority 
to undertake hearings. And, more dangerously for the White House, some Democrats 
began to echo them privately. 

In the Senate, where Republicans were already pledging to hold up approval of 
important White House nominations until a Whitewater hearing was scheduled, 
aides to senior Democratic senators said there was growing uneasiness among 
their bosses. 

Saying that they were growing resigned to the possibility that some kind of 
inquiry might be necessary, if only to quiet the mounting furor from Republicans 
and other critics, the aides said the matter had been referred to Senate 
Democratic leaders. 

In addition to Hr. Nussbaum, only Hs. Hanson, the Treasury Department's 
general counsel, took part in all three of the briefing sessions. The two were 
the only participants in what White House officials have described as the most 
troublesome encounter, on Sept. 29. In that meeting, Hs. Hanson told Hr. 
Nussbaum that the Clintons would be mentioned as possible beneficiaries of 
illegal actions in a request for a Justice Department investigation of Madison 
Guaranty by the Resolution Trust Corporation, which is responsible for failed 
S.& L. 's. 


That was more than a week before the R.T.C. formally referred the case to the 
Justice Department and before the decision became final, giving Mr. Nussbaum 
advance knowledge of information that under other circumstances is regarded as 
highly sensitive. 

Meetings in Question 

Another meeting took place in October and the third, last month. The others 
who were served subpoenas attended these meetings except Ms, Caputo. She 
acknowledged this week that she had received a brief telephone call from a 
Resolution Trust Corporation official whose name she did not know. 

At his news conference with President Kravchuk today, Mr. Clinton sought to 
emphasize that with new procedures imposed on Thursday the White House has now 
erected a "a clear and appropriate firewall" to prevent further contacts between 
his aides and Federal investigations into Madison Guaranty and the Whitewater 

case . 

Seeking to turn the focus to his critics' conduct, Mr. Clinton accused the 
Republicans of engaging in "fairly blatant, bald and totally political” efforts 
to make an issue of the meetings, in which he said he had not been accused of 
"doing anything wrong." 

The Senate Democratic aides who spoke of uneasiness about the turn the 
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Whitewater cam is taking said tha chamber's lsadsrs were already mulling over 
the possibility of Banking Committee hearings into the propriety of the 
meetings, if only to cut their political losses. 

"They have the discomfiting feeling of watching the Administration make every 
mistake they could think of," said one aide, who spoke only- on the condition of 
not being identified. "Now they're thinking, 'How many more town meetings can I 
go to before being asked about this? what do I My if I'm asked about it on 
'MMt the Press? 1 ” 

GRAPHIC : Photos: Bernard W. Nussbaum (The Hew York Times) (pg. 1); After 
bidding farewell to President Leonid M. Kravchuk of Ukraine yesterday. President 
Clinton left the North Portico. He later mt with Bernard N. Nussbaum to discuss 
his resignation as White House counsel. (Paul Koaefroa/The New York Times) (pg. 
10 ) 
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white House Counsel Bernard Nussbaum yesterday told President Clinton he will 
resign this weekend as he and five other senior White House officials were 
subpoenaed by the special counsel investigating a failed Arkansas savings and 
loan with ties to the Clintons. 

Both the resignation and the subpoenas stem from the disclosure this week 
that white House and Treasury officials had three meetings where they discussed 
the status of an investigation of Madison Guaranty Savings a Loan and its 
connections with Whitewater Development Corp. , a land development venture in 
which the Clintons were partners. 

The action brings the Madison case directly into the White Rouse, a bitter 
blow to President Clinton and his aides. None of the subpoenaed aides had been 
implicated in any wrongdoing connected to Madison or Whitewater. Their 
involvement has been in White House efforts to handle the political damage from 
the issue. 

Those receiving subpoenas were White House Deputy Chief of Staff Harold 
Ickes; Hillary Rodham Clinton's chief of staff Margaret Williams; White House 
Communications Director Mark Gearan; senior adviser Bruce Lindsey; Lisa Caputo, 
press secretary to Hillary Clinton; Deputy Treasury Secretary Roger C. Altman, 
and three of his current or former senior aides. 


In addition, a second subpoena calls for the White House to produce all 
documents or memoranda on any meetings, conversations or contacts on Madison 
between any White House staffers and officials of Treasury or the Resolution 
Trust Corp., the independent government agency that conducted the investigation 
of Madison. Altman is serving as the acting head of the RTC. 


All the officials were ordered to appear before a federal grand jury in 
Washington on March 10, when the documents must also be produced. The White 
House, in a memo to the staff, ordered the preservation of all documents or 
notes relating to Madison and warned staffers they could be charged with 
obstruction of justice if they destroyed any of the material. The White House 
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•Iso took stsps to pr«s«rv« computer records and any material discarded in 

vastsbaiktts or in "burn bags” ussd for ssnsitivs documents. 

Tha subpoenas wars tha first indication that special counsal Hobart ». Fiska 

Jr. has broadtnsd his investigation to include the meetings in which White House 

and Traaaury officials talked about tha BTC's investigation into Madison. 

The white House issued a statement last night saying it would "comply fully 

and promptly with the subpoena.” 

An administration official described the afternoon at the White House as 
"unbelievable, " beginning with a call from the FBI to william Kennedy, the 
associate counsal who is tha FBI contact point at tha White House. Kennedy 
informed those to be subpoenaed to gather in the counsel's office, where they 
were served with the legal papers. 

Zn early evening, the FBI returned with a subpoena for the documents. The 
dramatic sequence of events came in the midst of intense discussions occurring 
throughout the White House on the fate of Nussbaum. By the day's end, one 
official said, the White House staff was "unbelievably furious that Bemie had 
brought this on us. . . . He is supposed to be the gatekeeper to prevent this 
sort of thing entering the White House, and instead, he opened the doors and 
invited it all in." 

Nussbaum was present at all of the sessions at issue, including one in 
September when Jean Hanson, general counsel at Treasury, informed the White 
House counsel that the RTC was poised to ask the Justice Department to launch a 
criminal investigation into Madison. The RTC reguest for the investigation 
included references to the Clintons as possible beneficiaries of Madison illegal 
activity, although it did not allege any wrongdoing on their part. 

At another session in October, Gearan; Lindsey,* Nussbaum; Hanson; Josh 
Steiner, chief of staff to Treasury Secretary Lloyd Bentsen, and Jack DeVore, 
the Treasury press secretary, also discussed the status of the RTC 
investigation. Altman, Steiner, Hanson and DeVore, who has since left the 
government, all were subpoenaed yesterday, a Treasury spokesman said. 

Caputo's only known involvemsnt was a telephone conversation she said she had 
with "an RTC guy" whose name and job she said she did not recall. She said she 
had returned a call placed to her, and she dismissed the call as trivial. 

The disclosure of the subpoenas overshadowed the approaching Nussbaum 
resignation. Officials said that after a day of discussions, he had told Clinton 
in an early evening meeting that he would resign this weekend. Officials said 
the formal letters of resignation and presidential acceptance were prepared and 
ready for release but that Nussbaum had asked to delay the announcement for a 
day. 


Sources said that White House officials were considering successors to 
Nussbaum, including Washington lawyer James Hamilton, who helped conduct 
background checks of prospective nominees during the transition and who since 
has become the personal lawyer for the family of the former deputy counsel 
Vincent Foster, who committed suicide last July. New York lawyer Susan Thomases, 
a close confidant to Hillary Clinton and a former Nussbaum ally, is among those 
searching for replacements, the sources said. 
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The S7 -year-old Nussbaum, who hired Hillary Rodham aa a young lawyer Co serve 
on the House committee considering President Richard M . Nixon's impeachment, 
becomes the first high-level official at the Clinton White House to resign under 
fire. He has been at the center of several ethical controversies. 

Nussbaum made his mark as a Wall Street lawyer specializing in the 
high-stakes takeover litigation that boomed during the 1990s and boasted last 
year that he had "the single best training anybody could have for this job": 
advising corporate chieftains. But in the view of many colleagues, he had a hard 
time making the transition to a job that required a blend of legal skills and 
political judgment, and in which his litigator's instinct to fight on often 
caused more harm than good. 

Even before the furor over his Madison meetings, Nussbaum had been the target 
of significant criticism. Some outside observers and senior White House aides 
believed that his tenure was a problem for the president but that Nussbaum was 
too proud to quit under pressure and that the Clintons were too loyal to force 
him out. 

Nussbaum was involved in many of the most damaging ‘episodes of the Clinton 
administration's first year: the vetting of prospective attorney general nominee 
Kimba M. Wood; the nomination and eventual withdrawal of Lani Ouinier to head 
the Justice Department's office of civil rights; the firing of the White House 
travel office, and the handling of Whitewater documents after Foster's suicide. 

Administration officials yesterday said the intermittent pressure on Nussbaum 
to resign had exploded this week when the White House contacts with Treasury 
were revealed. Administration officials concluded yesterday that not only was 
Nussbaum 's continued presence at the White House causing the president serious 
political damage, but also that Nussbaum' 3 ability to perform his job had been 
irreparably harmed. 

Through a long day of appearances yesterday, Clinton was asked five separate 
times about Nussbaum and whether he retained confidence in his friend and 
counsel. The president did not come to Nussbaum* s defense, but instead, defended 

th* aotiona ha took this wssk to pravant furthar contsots batwaan Whits Houaa 
officials and others on the Whitewater or Madison matters. 

The meetings about the RTC request for a criminal investigation into Madison 
have led to Republican charges that the White House was trying to manipulate or 
get advance details on an investigatory action involving the president. 

Republicans continued their calls yesterday for congressional investigations 
into the contacts, and in the Senate have threatened to hold up some Clinton 
nominations unless hearings into the contacts are held. 

Officials at the White House yesterday said much of the routine work there 
paused as the president's aides chewed over the growing clamor for a Nussbaum 
firing. 

One senior official said Nussbaum retained "very little support even though 
he gets a lot of sympathy” among the president's staff because of the perception 
there that he not only has failed to save the White House from ethical 
embarrassments but caused some of them. Officials said Nussbaum 's future was 
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discussed in at least three separate sessions that occurred throughout the day 
at the White House, ending with a final meeting with the president in the Oval 
Office that stretched into the early evening. 


GRAPHIC: PHOTO, WHILE CLINTON REFUSED COMMENT AT NEWS CONFERENCE YESTERDAY. 
WHITE HOUSE OFFICIALS SAID MUCH ROUTINE WORK HAD PAUSED OVER THE NUSSBAUM 
CONTROVERSY. FRANK JOHNSTON; PHOTO 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 5, 1994 


LEXIS'- NEXIS® LEXIS- NEXIS® LEXIS’- NEXIS® 

Services of Mead Data Central, Inc 


15002 



2580 


Page 76 


LEVEL 1 - 24 OP 41 ITEMS 

Copyright 1994 Th« Mashing ton Post 
The Washington Post 

March 5, 1994 , Saturday, Final Edition 
SECTION .FIRST SECTION; PAGE A6 
LENGTH: 360 words 
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SERIES: Occasional 

BYLINE: Susan Schmidt, Washington Post Staff Mriter 
BODY 

Documents shredded last month by a courier at the Rose law firm in Little 
Rock, Ark., contained firm financial statements and minutes of partnership 
meetings, according to firm lawyers, and not sensitive materials handled by 
Vincent Foster, who served as deputy White House counsel before his suicide last 
July. 

But investigators reexamining the circumstances of Foster's suicide and the 
law firm's relationship to the failed Madison Guaranty Savings k Loan have 
questioned the courier, Jeremy Hedges, a college student employed by the firm, 
before a federal grand jury, according to sources close to the firm. 

Foster, Hillary Rodham Clinton and Associate Attorney General Webster L. 

Hubbell were Rose partners before coming to Washington . The law firm represented 
Madison and a number of businesses linked to the SfcL. Foster's suicide is part 
of the wide-ranging investigation into Madison and the Clintons' Whitewater real 
estate venture being conducted by Special Counsel Robert B. Fiske Jr. 

Fiske said Feb. 9 that he would investigate an allegation reported in the 
Washington Times that Rose employees shredded documents related to the 
Whitewatar investigation. 

The New York Times reported yesterday that Hedges was brought before the 
Whitewater grand jury on Feb. 16 and testified that he did not know exactly what 
he Had shredded but that the outside of the box bore Foster's initials, as did 
binders contained inside. He also reportedly said he saw Foster's name on some 
of the documents. 

Rose firm sources said the box of material to be shredded was put together by 
a clerk in helping a lawyer change offices. 

Foster had worked on Whitewater tax returns for the Clintons, and at the time 
of his death had set up a blind trust for their assets. 

The Rose firm, one of the largest in Arkansas, has been at the center of 
controversy over its representation of Madison before the state securities 
commission while Bill Clinton was governor. Hillary Clinton helped represent the 
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S&L in the matter. 

The firm hae been conducting an internal inquiry into the client billing 
practices and expense accounts of Hubbell, a former managing partner. 
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An irrepressible, energetic lawyer who made a fortune on Wall Street as a 
takeover litigator, Bernard Nussbaum encountered difficulty almost from his 
first days in the counsel's job. 

Many officials at the White House and elsewhere have said for months that his 
professional mind set of fighting to the death is not well-suited to the 
counsel's position, where the president's chief lawyer is called on to make 
judgments at the intersection of law and politics. 

At the White House this week, few if any senior officials were willing to go 
beyond a token defense of Nussbaum's presence. "There are some who are very 
upset and thih)r-that he's the top ethics enforcer and can't believe that a 
series of events raising ethical questions have also centered on him, " one 
senior official said. On the other hand, the official said, "there is a body of 
thought here that it's terribly important to treat Bernie with fairness and 
dignity on this . " 

Aa the furor over his activities mounted, Nussbaum's reluctance to resign was 
characteristic. Some suggested this week that it was precisely that defiant 

stubbornness that attracted the president and Hillary Rodham Clinton to 
Nussbaum. 

"The accusation against Bernie is he's been an overly zealous advocate," 
another senior official said. "You drop out the adjective and you find what the 
president and the First Lady find to be a desirable commodity in there." 

Nussbaum first met the Clintons whan Hillary Rodham worked for him as a 
junior lawyer on the House Watergate committee considering impeachment 
proceedings against President Richard M. Nixon. Rodham told him at the time that 
her then -boyfriend, a young Arkansas lawyer named Bill Clinton, was about to run 
for Congress and would be president someday. 

Nussbaum scoffed, but he kept in touch with the young lawyers over the years, 
contributing to Clinton campaigns and helping raise funds during the 
presidential campaign two years ago. When the Clintons got to the White House, 
they wanted a tough and experienced lawyer who would be unquestionably loyal to 
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them. Nuesbaum fit the bill, end he came to the White House, hanging a 
black-and-white photograph of the impeachment committee staff on the wall of his 
West Wing office next to the First Lady's. 

But while Nuesbaum' s irreverent and somewhat frenetic manner made him a 
popular figure among the white House staff, doubts quickly arose about his 
political judgment. 

Nussbaum was not involved with the initial selection of corporate lawyer Zoe 
B. Baird to be attorney general, but his first instinct was to fight on even 
after disclosures that. she had employed undocumented immigrants as household 
help evaporated her support in the Senate. He then failed to question closely 
the next prospective nominee, federal Judge Kimba Wood, leading to the belated 
discovery that she too had hired an illegal immigrant to care for her child. 

Then, Nussbaum failed to heed warnings that university of Pennsylvania law 
professor Lani Guinier's academic articles on voting rights could cause problems 
for her confirmation as assistant attorney general for civil rights. Eventually, 

Clinton was forced to withdraw Guinier's nomination, saying he never would have 
picked her had he read the articles himself. 

The problems that those missteps caused for Nussbaum paled in comparison to 
the outcry over a series of incidents in which he was seemingly heedless of how 
his actions would appear to outsiders. 

The first was the handling of the White House travel office firings. 

Associate Counsel William Kennedy contacted the PBI directly to investigate the 
allegation of wrongdoing by the employees -- drawing a rebuke from Attorney 
General Janet Reno and Nussbaum 1 s promise not to let it happen again. 

Nussbaum himself -- despite his Watergate experience -- sat in on a White 
House meeting with the FBI to draft a press release confirming the existence of 
a criminal investigation, an episode that raised the specter of the White House 
using a law enforcement agency for its own political purposes. 

Nussbaum' s difficulties mounted with the death last summer of Deputy Counsel 
Vincent Foster. The night Foster committed suicide, Nussbaum and other top aides 
entered Foster's office to look for a note, then failed to seal the office. 

When Park Police officers arrived to investigate, they found Nussbaum 
uncooperative. He initially refused them permission to enter Foster's office or 
to examine his papers. When he did permit a Justice Department -Park Police 
search, Nussbaum insisted on going through the documents himself and turning 
over anything he found relevant. In that search, Nussbaum overlooked Foster's 
torn-up note decrying life in Washington. 

At the time, the White House said Foster's personal papers were given to his 
personal lawyer and his official files parceled out among the office. Months 
later, it was revealed that a third category of documents -- personal files of 
the Clintons', including files on Whitewater -- were given to the Clintons' 
private lawyer. 

At that point, Nussbaum exacerbated the problem of the belated revelation by 
suggesting that Clinton might cite executive privilege and withhold the 
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documents from prosecutors if they sought them -- a classic lawyer 1 s response 
but a political blunder. Several days later, but not without a series of 
damaging stories, the documents were in fact provided. 

Nussbaum was also in the forefront of resisting the increasing clamor for 
appointment of a special counsel to investigate Whitewater, the real estate 
development venture in which the Clintons were partners. "Bernie fought and 
fought and fought that to the end and fought past the end," said one official. 
"Even after it was done he would say it was wrong, it was a mistake." 

The furor that finally caused Nussbaum' s demise was triggered by the 
disclosure of Nussbaum' s participation in three meetings with Treasury 
Department officials concerning the investigation of Madison Guaranty Savings 
a Loan. In one meeting, Nussbaum was informed that the Clintons were named in a 
Resolution Trust Corp. request for a criminal investigation of the failed 
Arkansas thrift. 

Another senior official, asked for an assessment of Nussbaum' s performance, 
could say only, "X think he's very loyal and committed to the president... . I 
think there have been misstepi that a lot of people have made around here." 

Asked whose tally was longer than Nussbaum' a, the official sighed. "Xt's 
tough," he said. 


GRAPHIC: PHOTO, BERNARD NUSSBAUM HAS DESCRIBED BY ONE SENIOR OFFICIAL AS "AN 
OVERLY ZEALOUS ADVOCATE." 
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Webster L. Hubbell billed taxpayers more than $20,000 for work on a 
Madison Guaranty Savings and Loan Association matter during one 20 -day period 
in August 1990, despite his contention that he had only "indirect" involvement 
in the case. 

As managing partner of Little Rock's Rose Law Firm, Mr. Hubbell submitted a 
bill to the federal government that said he worked without a day off, through 
three weekends, averaging more than eight hours a day between Aug. 4 and Aug. 
23, 1990, at a fee of $125 an hour. 

The bills raise a fundamental question about Mr. Hubbell 's role in a matter 
where federal auditors feared he had a conflict of interest. In an attempt to 
soothe those concerns, Mr. Hubbell assured a federal lawyer overseeing the case 
that his involvement would be indirect. 


But his billing of the government indicates a full-time role. 

Mr. Hubbell* s billing practices are the subject of an in-house 
investigation at the Rose firm, according to a report Wednesday in The 
Washington Post. 

In a statement released that day, Mr. Hubbell, now associate attorney 
general, acknowledged that he had been questioned by the firm about his 
billings. He added, however: "I am not aware of any investigation, and I have 
never overbilled a client." 

The Rose firm had gotten the Madison contract to represent the Federal 
Deposit Insurance Corp. , which had taken over the failing thrift despite the 
concerns of at least three federal regulators that Mr. Hubbell 's involvement 
would constitute a conflict of interest. 

Mr. Hubbell has denied the conflict-of-interest allegations. Those charges 
have become part of special counsel Robert B. Fiske Jr.'s investigation of 
matters relating to Whitewater-Madison . 

Mr. Hubbell, who has recused himself from the ongoing Whitewater-Madison 
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Inquiry, yesterday refused comment on any matter related to the Madison case. 

The bills examined by The Washington Times give only a sketchy account of 
the work Mr. Hubbell said he was performing. For example, on Sunday. Aug. 19, 

1990, Mr. Hubbell charged the government $1,050 for 8.4 hours spent in "trial 
preparation; prepare cross-examination." No trial ever occurred in the case, 
which was settled out of court. 

On Sunday, Aug. S, 1990, Mr. Hubbell charged $1,037.50 for 8.3 hours for 
"work on pre-trial issues; research, review work papers for cross-examination." 

Mr. Hubbell was one of seven members of the Rose firm who billed the 
government during that month. The total for the period reached $75,486. 

Hillary Rodham Clinton, another Rose partner, represented Madison in a 
separate matter before Arkansas state banking regulators. Mrs. Clinton and her 
husband - then governor of Arkansas - were partners with Madison President James 
B. McDougal and his wife, Susan, in Whitewater Development Corp., a northern 
Arkansas real estate venture. 

In a bill submitted for his August work and that of his colleagues, Mr. 

Hubbell sounded chagrined to be charging the federal government at such a rate. 

"I am enclosing our firm's bill for the month of August. I apologize for its 
size," he wrote an FDIC official. 

By the time the case was settled, Rose had billed the government - which by 
then had taken over Madison - $400,879 and agreed to a questionable settlement 
with a Little Rock accounting firm. Frost & Co., which had been sued for 
improper auditing of Madison. 

The $1 million settlement 1 in the case, which has drawn severe criticism from 
members of Congress, was only a fraction of the insurance Frost carried. The 
Rose firm's fees were 40 percent of the money recovered in the settlement. 

In a letter to the FDIC inspector general. Rep. Jim Leach, Iowa Republican, 
urged an investigation of that deal. R Mr. Hubbell settled the suit for a 

fraction of tha firm's insurance coverage, and then had the gall to demand 
$400,000 in fees," he said. 

Sen. Lauch Faircloth, North Carolina Republican, wrote to the acting 
director of the FDIC this weak urging that the Hubbell connection to the Madison 
case be investigated further. 

"It would appear either that Mr. Hubbell did a significant amount of work 
on the case, and thus had a conflict of interest, or that Mr. Hubbell did an 
insignificant amount of work and padded the bill to make it appear as if he did 
do a significant amount of work,” Mr. Faircloth wrote. 

When the Rose Law Firm sought the contract in the suit against Frost & Co . , 
which in 1985 had found Madison solvent, it raised red flags for federal 
officials handling the Madison meltdown. 

Paul Jeddeloh, a staff attorney for the FDIC, wrote to April Breslaw, the 
lawyer handling the matter for the federal agency in Washington, expressing his 
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concerns in June 1989. 

He pointed out that Mr. Hubbell's father-in-law, Seth Ward, was a "Madison 
Insider" who "was able to obtain a judgment against Madison of approximately 
$447,000." 

David Paulson, PDIC managing agent of Madison, expressed the same concerns 
as Mr. Jeddeloh in letters to Ms. Breslaw. 

Reached at his office yesterday, Mr. Paulson, now an auditor at Agribank in 
Minneapolis, said: "We had concerns from the start. We tried to elevate those 
concerns to a higher level in Washington, but we never got it resolved. A 
prudent individual would have drawn the conclusion that there was a conflict." 

Mr. Paulson said that it had been emphasized that the federal regulators 
were trying to clear up an SAL mess that "stunk with insider deals. The word at 
the time was that we were to take ultimate care on possible conflicts; we were 
here to clean up that mess; and we didn't want our integrity impaired." 

Another federal regulator, FDIC credit specialist Kenneth Schneck, wrote in 
August 1989 that "an apparent conflict exists in that Mr. Hubbell is the 
son-in-law of Seth ward who was an insider at Madison Guaranty and is the 
brother in law of Seth Ward II. Both of these men have sued Madison 
Guaranty . " 

Once the FDIC had taken over Madison, a suit against the SAL by the Wards 
became, in effect, a suit against the government, which was paying the Rose firm 
and Mr. Hubbell to represent it in a related Madison matter. 

Ms . Breslaw, the Washington-based attorney overseeing the Madison case for 
the FDIC' s director's and officer's liability section, sought to assuage those 
concerns . 

In a June 1989 letter to Mr. Paulson, she said, "I understand your concern 
about Webb Hubbell's family relationship to Mr. Ward. However, it's important 
to keep things in perspective." 

Ms. Breslaw also told Mr. Paulson that Mr. Hubbell had assured her he was 
not the "primary" attorney in the case. "Hubbell is involved only in an 
indirect way, " she said. "I am not inclined to take a $10 million case away 
from counsel that has obtained fine results in other matters." 

But the billing records show much more than an "indirect" involvement by Mr. 
Hubbell. During the month of August 1990, he billed the government for 180 
total hours. Richard T. Donovan, ostensibly the lead attorney on the case, 
submitted a bill for 104 hours. 

GRAPHIC: Graphic, Rose Law Firm billing records ; Chart, HUBBELL'S BILLINGS, 
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The FBI last night subpoenaed six top White House officials, three Treasury 
Department officials and documents relating to meetings at the White House 
concerning a federal probe of a failed Arkansas thrift linked to President 
Clinton. 

TSe subpoena, served by an FBI agent to all six in the White House counsel's 
office, forced the White Bouse to delay until today the ouster of Counsel 
Bernard W. Nussbaum. A senior administration official said Mr. Nussbaum would 
resign today. 

Mr. Nussbaum, under fire for his secret meetings with Treasury officials, 
was one of the six White House aides subpoenaed in special counsel Robert B. 
Fiske Jr.'s investigation of* Madison Guaranty Savings and Loan Association of 
Little Rock, Ark. 

Mr. * Fiske is investigating whether Madison's owner, James B. McDougal, 
diverted depositor money to Nr. Clinton's 19B4 gubernatorial campaign and to 
the Whitewater Development Corp., a land deal in which Mr. McDougal and his 
wife, Suean, were partners with the Cl intone . 

Also subpoenaed were senior presidential adviser Bruce Lindsey; 
Communications Director Mark Gearan; Deputy Chief of Staff Harold Ickes; Lisa 
Caputo, first lady Hillary Rodham Clinton's press Secretary; and Margaret A. 
williams, Mrs. Clinton's chief of staff. 

Legal experts said the special counsel ' s action was swift and sent a signal 
to the White House that he isn't going to allow meddling in his probe. 

"It was the prudent thing to do,” Washington lawyer Jed L. Babb in said. 

Mr. Clinton, who was attending the musical "Grease" at the National Theater 
when White House spokeswoman Dee Dee Myers announced Mr. Fiske 's action, had no 
comment. 


Miss Myers said in statement that the FBI delivered the subpoena at 7 p.m. 

It demands "the production of documents concerning conversations between the 
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White House end the Department of Treasury or Resolution Trust Corp. (RTC) with 
regard to the Madison Guaranty matter," she said. 

"The White House will comply fully and promptly with the subpoena," Miss 
Myers said. 

The White House has said Mr. Nussbaum attended at least three meetings with 
RTC and Treasury officials: 

* In late September Mr. Nussbaum and Deputy Treasury Counsel Jean Hanson 
discussed the naming of the Clintons in the RTC's probe of Madison. 

Pederal regulators closed Madison in 1989 at a cost of $50 million. 

* RTC officials met at the White House in October with Mr. Nussbaum, Mr. 

Gearan, Mr. Lindsey, Ms. Hanson, and two Treasury officials - Jack Devore, 

Treasury secretary Lloyd Bentsen's spokesman at the time, and Josh Steiner, Mr. 

Bentsen's current chief of staff. 

* A meeting was held early last month at the request of Deputy Treasury 
Secretary Roger C. Altman, who is the acting head of the RTC, in Mr. 

Nussbaum* s office. It included Mr. Ickes and Ms. Williams. 

Mr. Altman, Ms. Hanson and Mr. Steiner also received subpoenas last 
night . 

Those meetings, which gave the impression that the white House received 
inside information on the Madison investigation, sparked congressional calls for 
Mr. Nussbaum' s firing and for hearings to probe the gatherings. 

At a news conference yesterday with Ukrainian President Leonid Kravchuk. Mr. 

Clinton said he had taken measures to block future meetings between White House 
officials and outside agencies looking into the Whitewater-Madison affair. 

"Let's don't mess it up. I mean, I've made it as clear as I can: Bend over 
backwards to avoid any appearance of conflict; set up a fire wall between the 
white House and any of the appropriate agencies; have a central point of contact 
if anyone calls us,” Mr. Clinton said. 

To prevent any shredding or other disposal of documents detailing 
discussions at the meetings. White House Deputy Counsel Joel Klein issued three 
memos to all White House staff forbidding such action. 

His memos bar the removal of all "burn bags," trash and computer records in 
the White House "Oasis” computer system in the West Wing. That rule is in 
effect until just before the six senior staffers testify. 

The provision was apparently sought to a white House version of the 
shredding of Madison- and Whitewater- related documents that sources say took 
place at Little Rock's Rose Law Firm, the former employer of Mrs. Clinton and 
others in the administration. 

"The destruction of documents after receipt of this subpoena may constitute 
obstruction of justice," Mr. Klein wrote in a three-page summation of the 
subpoena. 
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Administ ration officials said the FBX will collect the document s next week. 

Nr. Klein's directive cams a day after the White House issued ethics ruleo 
governing meetings between its officials and federal agencies looking into 
Whitewater-Madison. Mr. Hussbaum wrote the rules. 

And the special counsel's subpoena cams a day after Mr. Behtsen's request 
for the independent Office of Government Kthics to investigate the meetings 
between his staff and the white House. 

The subpoena could be politically devastating to the White House because it 
brings the Whitewater probe directly into the West Wing. 

The story is expected to escalate today when Mr. Hussbaum resigns after 
defying the president for a day. Mr. Clinton held a meeting with the former 
Wall Street lawyer yesterday, but ths counsel deferred requests for his 
resignation until today, after the legal impact of the subpoena could be 
evaluated. 

The expected resignation and the subpoena are coming not long after Mr. 
Clinton bragged that his administration is scandal -free. 

** # *PHOT/SOX 
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WHITS HOUSE COUNSEL 
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George Washington university School of Law, honorary doctorate 1993. 
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1966-1993; senior counsel to Bouse Judiciary Committee during impeachment 
inquiry of Richard Nixon, 1974; counsel to President Clinton, 1993. 
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HEADLINE: Nussbaum Weighs Resignation After President 
BYLINE: By NANCY BENAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

under fire for White House handling of the Whitewater land deal, counsel 
Bernard Nussbaum inched toward resigning Friday. One senior official said his 
departure was now only "a matter of timing." 

The president twice passed up opportunities to publicly defend Nussbaum, then 
met privately with him in the Oval Office late in the day. 

"I have nothing to say," Clinton responded tersely when asked if Nussbaum 
should quit. Nussbaum 1 s fate 'clouded after the latest in a series of White House 
missteps linked to his office. 

A senior official who spoke on condition of anonymity said Nussbaum 1 s 
resignation was "just a matter of timing." 

The latest flare -up came over word that White House aides - including 
Nussbaum - met privately with Treasury officials to discuss the federal inquiry 
into a failed Arkansas thrift with ties to the Clintons. 

Clinton said Thursday it would have been "better if the meetings and 
conversations hadn't occurred, " and aides said privately the president was 
particularly upset with Nussbaum. 

The scrappy, 57 -year-old Mew Yorker has been associated with some of the 
biggest blowups of the Clinton White House. 

There was the fits-and-starts search for an attorney general after Zoe Baird 
withdrew, the doomed nomination of Lani Guinier to a top Justice Department job, 
the abrupt firing - later reversed - of the White House travel office staff, the 
handling of sensitive papers after the suicide of deputy counsel Vince Foster. 

To one extent or another, Nussbaum was involved in all. 
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And now, there are recurring questions about the political hot potato of 
Whitewater, an Arkansas land deal the Clintons invested in during the 1980s. A 
special counsel is probing the failure of Madison Guaranty Savings and Loan 
Association and whether Whitewater investors benefited from questionable Madison 
transactions. 

Nussbaum did not return telephone calls seeking comment. 

Nussbaum last week expressed frustration about backbiting within the White 
House but said he took some solace in reading a biography of John P. Kennedy 
that showed "they had a lot of problems, too,” recounted Leonard Garment, a 
Washington lawyer and acquaintance of Nussbaum' s. 

Administration critics are harsh in their judgments of Nussbaum. 

"I don't think he's serving the president very well," said Senate Republican 
Leader Bob Dole. 

"I think what we see here is a total pattern of deceit, of obfuscation, an 
attempt to keep ... the facts and the truth," said Sen. Alfonae D’ Amato, R-N.Y. 

Nussbaum 's' supporters, however, see a talented, hard-working lawyer whose 
successes go unheralded while he catches blame for problems sometimes beyond his 
control. 

"Z wouldn't be surprised if Bernie Nussbaum is making 25 or 30 decisions a 
day about an appointment or a meeting or a legal action, " said one White House 
official who asked not to be identified. "And then you find two or three or four 
over a year about which one can quarrel." 

On one point, all sides agree: Nussbaum survived this long on the trust of 
the only two people who really count - Bill and Hillary Clinton. 

Nussbaum' s ties to the Clintons go back two decades. As senior counsel to the 
House Judiciary Committee during the Nixon impeachment inquiry, Nussbaum got to 
know a young staffer named Hillary Rodham. She introduced a clearly skeptical 
Nussbaum to her boyfriend. Bill Clinton, who had plans to become president. 

As his pleasure at keeping his name out of the press demonstrates, Nussbaum 
is at his best working behind the scenes. His proudest accomplishments: the 
selections of FBI Director Louis Freeh and Supreme Court Justice Ruth Ginsburg. 

His weakness, some White House officials and observers say, is that Nussbaum 
and his staff don't always figure political - as well as legal - considerations 
into their calculations. 

For example, the Clintons were criticized for not quickly giving the Justice 
Department documents on Whitewater that Nussbaum had removed from Foster's 
office. By the time the handoff took place under subpoena, the political damage 
had been done. 

Garment, who was white House counsel to Richard Nixon after John Dean's 
departure, said he chatted with Nussbaum at a legal conference last week in 
Acapulco . 
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"A good port of our conversation was head-shaking on Bemie's part, on how 
you try to rid yourself of a large number of bees and mosquitos buzzing around 
you," Garment recalled. Re said Nussbaum wondered aloud "why people can’t keep 
their mouth shut in the White Rouse." 

Garment thinks Nussbaum is getting a bum rap, but added this cautionary note: 
"Bum raps have carried people out of the city to distant places." 
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HEADLINE: white House Moves To Distance Administration From Whitewater Probe 
BYLINE: By RON FOURNIER, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

President Clinton today said the White House has put up "a clear and 
appropriate firewall" to avoid improper contacts between his staff and an 
investigation into an Arkansas thrift with ties to the Clintons. 

"I want this thing to be done fully, clearly and to be over with," Clinton 
said at an Bast Room news conference. He refused to comment on whether White 
House cotinsel Bernard Nussbaua should resign over his handling of the matters 
related to the inquiry. 

At issue are revelations that the White House received three private 
briefings on a confidential investigation into Madison Guaranty Savings and 
Loan Association and the Whitewater land venture that was partly owned by the 
president and Hillary Rodham Clinton. 

Clinton wan Mid to be upset that bis aides, particularly NUssbaum, did not 
realize the meetings would cause a flap. Asked today if he thought Nussbaum 
should resign, Clinton told reporters during a Oval Office photo session, "I 
have nothing to add to what I said yesterday. If I have anything else to say 
it'll be later today. I have nothing to say." 

He refused to say any more when pressed on the issue again at his news 
conference. Clinton also offered a reminder that "no one has still accused me 
... of doing anything wrong in this whole encounter . " 

"We have constructed a clear and an appropriate firewall between the White 
House and any federal regulatory agencies that might have anything to do with 
this," he added. 

Asked about Republican calls for hearings on Whitewater, Clinton said, "It's 
up to the House to do whatever they think is appropriate to do, not for me to 
tell them what to do." But he added: "It is clear that the Republicans have 
behaved in a fairly blatant, bald and totally political way in this regard." 
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A senior administration official, speaking on condition of anonymity, 
suggested NUssbaum was wrestling with whether to quit. "The. pressure ' s on," the 
official said, adding that Nuasbaum was in "more trouble now" than over past 
missteps . 

Another administration official, speaking on condition of anonymity, said it 
was "appearing more likely that he won't be around much longer.” A third adviser 
commented: "While I don't know of any solid timetable, I think Bemie wants to 
move on. I think if he does it would be largely his own doing, and the 
cumulative results of a long time thinking about this, not the events of the 
past days or weeks.” 

Press Secretary Dee Dee Myers today said reports that Nuasbaum was 
considering resigning were "news to Bemie" and that he continues to have the 
confidence of the president. She acknowledged, however, that "nobody's 
bullet-proof in this White House." 

"I don't think he's serving the president very well," Senate Republican 
Leader Bob Dole said of NUssbaum today. "And there are others who are not 
serving the president very well," Dole said on NBC. "I think it's about time 
that some of them pack it in." 

Meanwhile, The New York Times reported today that a courier for the Rose Law 
Firm in Little Rock, Ark., told a federal grand jury on Feb. IS that he shredded 
a box of documents from the files of White House lawyer Vincent W. Foster Jr., 
who committed suicide last year. 

The courier said he did not know precisely what he had shredded but that the 
papers were separated by binders marked with the initials "VWF, ” the firm's 
typical abbreviation for Foster, the Times said. 

The law firm denied any of Foster's papers had been shredded. 

"No files of Vince Foster have been destroyed, " managing partner Ron Clark 
said. 

Clark said the law firm had discussed shredding documents with the clerk, 
identified as Jeremy Hedges. "He told us he didn't see any Nhitewater documents. 

We think he told us the truth, ” Clark said. 

Clark said the documents Hedges referred to were internal documents unrelated 
to Whitewater matters. He said they were shredded in connection with one lawyer 
moving from one office to another and weren't Foster's records. 

Foster was a co-partner of Mrs. Clinton in the Rose firm before Clinton was 
elected in November 1992 and brought him to Washington as deputy White House 
counsel. Foster was found shot to death outside the capital in July. 

Authorities ruled the death a suicide, but special counsel Robert Fiske is 
reviewing the case as part of a broader probe of Arkansas financial dealings by 
the Clintons and others, including the Whitewater real estate development. 

Republicans pounced on Thursday's disclosure of private briefings related to 
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the Madison affair, suggesting that the White House was trying to influence the 
inquiry through political appointees familiar with the complicated 
investigation. Senate Minority Leader Bob Dole accused the White House of 
“mixing politics with law enforcement." 

White House Chief of Staff Mack McLarty issued a memo Thursday instructing 
staff to restrict contact with agency officials and federal regulators, clearing 
all discussions about Whitewater and the thrift through the White House legal 
team. 

And Treasury Secretary Lloyd Bentsen ordered his staff to have no further 
contact with the White House about the case and referred the matter to the 
Office of Government Ethics "to ensure that all ethical guidelines were 
followed. " 

The White House said nothing improper was done, but conceded that holding the 
private meetings opened Clinton to charges of a cover-up. 

"I have every confidence in what the facts will reveal," Clinton told 
reporters. "So I think that it's very, very important that while all this is 
going on that the activity around it should be handled in such a way as to avoid 
even the appearance of a conflict." 

In a letter to Senate leaders, 43 Republican senators promised to block the 
administration's nomination of Ricki R. Tigert to head the Federal Deposit 
Insurance Corp. until a congressional hearing is conducted on a White House 
briefing by Deputy Treasury Secretary Roger Altman. 

Altman, a Clinton appointee and interim head of the SfcL watchdog Resolution 
Trust Corp., surprised lawmakers last week with confirmation of the briefing. 

In a letter Thursday to Senate Banking Committee Chairman Don Riegle, Altman 
said the briefing was cleared in advance by the Treasury Department's designated 
ethics officer. 
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HEADLINE: Mrs. Clinton's Old Firm Has Nearly Two Dozen SSL Cleanup Contracts 
BYLINE: By RICKARD KEIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

Hillary Rodham Clinton's former law firm had many cases sisdlar to the one 
it handled for a failed thrift at the center of an investigation into the first 
family's business dealings, records show. 

According to Resolution Trust Corp. records examined by The Associated Press, 
the Rose Law Pirm has received 22 government contracts in savings and loan 
cleanup cases since 1989, reaping well over $ 1 million. 

The law firm's work so far has yielded at least $ 1.27 million, the records 
show. And if it is paid the full amount budgeted for its remaining cases, the 
firm stands to make at least an additional $ €00,000. 

The work awarded to the Little Rock fizm, one of Arkansas' oldest and most 
prestigious, has generally involved helping regulators pursue thrift officers 
and others they believe responsible for S*L failures in Arkansas. 

All but one of the contracts has come from the Resolution Trust Corp., the 
agency Congress created to take over the SfcL cleanup in 1990 from the Federal 
Deposit Insurance Corp. 

Most cases were handled by lawyers other than the firm's "Famous Four" - Mrs. 
Clinton, Associate Attorney General Webster Hubbell, the late deputy White House 
counsel Vincent Foster and White House lawyer William Kennedy. All followed 
President Clinton to Washington. 

According to the billing records. Rose lawyers have charged taxpayers between 
$ 75 per hour for junior associates' work to $ 140 an hour for work by senior 
partners. The rates are modest in comparison with billings from firms in bigger 
cities such as New York, where hourly fees can run to $ 200 or more. 

The firm's most lucrative go v ernment deal came in 1989 when the FDIC hired 
Hubbell to represent the government in a lawsuit involving Madison Guaranty 
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Savings and Loan, a failed Arkansas thrift that has engulfed the Clintons in 
controversy. 

Rose was hired to sue Madison's former accountants for negligence. Hubbell 
settled the $ 10 million claim for $ 1 million; his work earned the firm some $ 
400,000. 

Hubbell has acknowledged he recently was questioned by the firm about certain 
billings for his work, including one involving the RTC. 

The Washington Post said the firm was trying to determine whether its former 
senior partner had overcharged clients or billed the firm for personal expenses. 
Hubbell denied any wrongdoing and said he was helping the firm locate 
documentation to back up his charges. 

The billing records show Hubbell was listed as the supervising lawyer in 
three of the Rose cases. In two, the RTC questioned Rose's billings and rejected 
several small charges as excessive, the records show. 

One case involved the failure of First Savings of Arkansas, for which the 
Rose firm estimated its work would cost $ 173,400. 

According to the records, the RTC rejected nearly $ 1,400 in billings 
including $ 490 for "Travel at Full Rate," $ 222 for "unauthorized fees," $ 215 
in "Inappropriate Attorney Services," $ 200 in fees for incomplete 
documentation, $ 140 in duplicate billings from different attorneys for the same 
work, $ 110 in excess paralegal costs and $ 16.26 in miscellaneous expenses. 

The last item rejected was a mere 20 -cent copying fee, the records show. 

In another case involving the failed American Home SAL Association, the RTC 
rejected about $ 300 in charges, most for travel expenses. 

It is not unusual for the government to disallow some billings when 
contracting with private firms. 

The records also show that when Hubbell worked for the government, he charged 

$ 140 an hour. Hia normal rata at tha tima waa $ 1SS, tha racorda aaid. 

The $ 140 hourly figure is the same charged by other senior Rose partners who 
have worked with the RTC, including attorney Richard Donovan, who is the firm's 
current liaison for SAL work. 

Late last year, it was revealed that prior to Rose's work for the government 
in 1989, the firm, including Mrs. Clinton, had done work for Madison SAL on a 
regulatory matter before state officials. 

Furthermore, it was learned that Hubbell 's father-in-law had extensive 
financial dealings with the SAL and served as an officer on its real estate 
subsidiary. 

FDIC officials questioned whether Hubbell had adequately notified regulators 
of the potential conflicts, and a formal investigation cleared Hubbell of 
wrongdoing. Congressional Republicans pushed for a second probe. 
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HEADLINE: Nussbaum Neighs Resignation After President 
BYLINE: By NANCY BSNAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

under firm for White House handling of the Whitewater land deal, counsel 
Bernard Nussbaum was poised Friday to resign. A senior official said his 
departure was only "a matter of timing" and could coma as soon as Saturday. 

The president twice passed up opportunities to publicly defend Nussbaum, then 
met privately with him in the Oval Office late in the day. 

"I have nothing to say,” Clinton responded earlier, when asked if Nussbaum 
should quit. Nussbaum' s fate dlouded after the latest in a series of White House 
missteps linked to his office. 

A senior official who spoke on condition of anonymity said Nussbaum' s 
resignation was "just a matter of timing" and that an exchange of letters 
finalizing his departure could come as soon as Saturday. 

The Washington Post, citing unidentified sources, reported in Saturday 
editions that Nussbaum told Clinton that he would resign Saturday. 

The latest flare-up came over word that White House aides - including 
Nussbaum - met privately with Treasury officials to discuss the federal inquiry 
into a failed Arkansas thrift with ties to the Clintons. 


Clinton said Thursday it would have been "better if the meetings and . 
conversations hadn't occurred, ■ and aides said privately the president was 
particularly upset with Nussbaum. 

The scrappy, 5 7 -year-old New Yorker has been associated with some of the 
biggest blowups of the Clinton White House. 


There was the fits -and- starts search for an attorney general after Zoe Baird 
withdrew, the doomed nomination of Lani Guinier to a top Justice Department job, 
the abrupt firing - later reversed - of the White House travel office staff, the 
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handling of sensitive papers after the suicide of deputy counsel Vince Foster. 

To one extent or another, Nussbaum was involved in all. 

And now, there are recurring questions about the political hot potato of 
tfhitewater, an Arkansas land deal the Clintons invested in during the 1980s. A 
special counsel is probing the failure of Madison Guaranty Savings and Loan 
Association and whether Whitewater investors benefited from questionable Madison 
transactions. 

Nussbaum did not return telephone calls seeking comment. 

Nussbaum last week expressed frustration about backbiting within the Mhite 
House but said he took some solace in reading a biography of John F. Kennedy 
that showed "they had a lot of problems, too,” recounted Leonard Garment, a 
Washington lawyer and acquaintance of Nussbaum 1 s. 

Administration critics are harsh in their judgments of Nussbaum. 

"X don't think he's serving the president very well," said Senate Republican 
Leader Bob Dole. 

*X think what we see here is a total pattern of deceit, of obfuscation,” said 
Sen. Alfonse O' Amato, R-N.Y. 

Nussbaum 's supporters, however, see a talented, hard-working lawyer whose 
successes go unheralded while he catches blame for problems sometimes beyond his 
control. 

"X wouldn't be surprised if Bernie Nussbaum is making 25 or 30 decisions a 
day about an appointment or a meeting or a legal action, " said one White House 
official who asked not to be identified. "And then you find two or three or four 
over a year about which one can quarrel . " 

On one point, all sides agree: Nussbaum survived this long on the trust of 
the only two people who really count - Bill and Hillary Clinton. 

Although Clinton didn't offer an endorsement of his embattled aide, he 
accused Republicans of behaving "in a fairly blatant, bald and totally political 
way" in their accusations of White House meddling in the federal investigation 
of Whitewater. 

Nussbaum' s ties to the Clintons go back two decades. As senior counsel to the 
House Judiciary Committee during the Nixon impeachment inquiry, Nussbaum got to 
know a young staffer named Hillary Rodham. She introduced a clearly skeptical 
Nussbaum to her boyfriend. Bill Clinton, who had plans to become president. 

Nussbaum is at his best working behind the scenes. His proudest 
accomplishments: the selections of FBI Director Louis Freeh and Supreme Court 
Justice Ruth Ginsburg. 

His weakness, some White House officials and observers say, is that Nussbaum 
and his staff don't always figure political - as well as legal - considerations 
into their calculations. 
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For example, the Clintons were criticized for not quickly giving the Justice 
Department documents on Hhitewater that Nussbaum had removed from Foster's 
office. By the time the handoff took place under subpoena, the political damage 
had been done. 

Garment, who was White House counsel to Richard Nixon after John Dean's 
departure, said he chatted with Nussbaum at a legal conference last week in 
Acapulco . 

"A good part of our conversation was head- shaking on Bernie's part, on how 
you try to rid yourself of a large number of bees and mosquitos buzzing around 
you," Garment recalled. He said Nussbaum wondered aloud "why people can't keep 
their mouth shut in the White House . " 

Garment thinks Nussbaum is getting a bum rap, but added this cautionary note: 
"Bum raps have carried people out of the city to distant places." 
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HEADLINE: FBI Serves Subpoenas On White House, Clinton Advisors 
BYLINE: By NANCY BENAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The FBI served subpoenas on six of President Clinton's senior White House 
aides Friday night seeking testimony and documents related to a probe of a 
failed Arkansas thrift with ties to the Clintons. 

The subpoenas ask for information on contacts between White House staff and 
Treasury Department officials related to the federal inquiry, the White House 
said. Revelations earlier this week about such contacts prompted questions about 
possible conflicts of interest that could compromise an independent 
investigation. 

The multiple subpoenas underscored the extraordinary steps special prosecutor 
Robert Fiske was taking in the early stages of his investigation into the 
failure of Madison Guaranty Savings and Loan Association. 

As part of that inquiry, Fiske is trying to determine whether investors in a 
Arkansas real estate venture known as Whitewater - including the Clintons - 
benefited from questionable Madison transactions. 

Press Secretary Dee Dee Myers, in a statement, said "the White House will 
comply fully and promptly with the subpoena.” She said that because the 
subpoenas concerned a pending investigation, the White House would have no 
further comment . 

Subpoenas also were served on three officials at the Treasury Department who 
"intend to comply fully," said agency spokesman Howard Schloss. 

Subpoenaed at the White House were Harold Ickes, deputy chief of staff; Bruce 
Lindsey, senior presidential adviser; Mark Gearan, the communications director; 

Bernard Nussbaum, White House counsel; Lisa Caput o, press secretary to Hillary 
Rodham Clinton; and Maggie Williams, Mrs. Clinton's chief of staff. 

Nussbaum was said late Friday to be planning to resign in the wake of 
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questions about the contacts between White House staff - including himself - and 
Treasury officials. Clinton passed up two opportunities to publicly defend 
Hus 8 ba urn on Friday and met with him late Friday in the Oval Office. 

Aides said a resignation announcement could come as early as Saturday. 

The flurry of legal activity at the White House came late on a day when 
Clinton had said he was determined to cooperate with federal investigators in 
hopes of putting questions about Whitewater to rest. 

"I want this thing to be done fully, clearly and to be over with," he said at 
an afternoon news conference. "That is my only interest, and I intend to pursue 
it with great vigor." 

A White House official sought to put the best face on the potential 
disruption of work among Clinton's key lieutenants. "We'll go forward. It's like 
anything else in the world: You've got to work it in. It's not going to 
overwhelm the White House." 

At Treasury, subpoenas went to deputy Treasury secretary Roger Altman, 
general counsel Jean Hanson, and chief of staff Joshua Steiner. 

The White House subpoena directed the administration to preserve documents 
and records related to Whitewater, and it instructed the six staff members that 
they would be expected to testify before a grand jury here. The subpoenas ask 
the officials to appear on March 10 in U.S. District Court in Washington. 

At the same time, White House Deputy Counsel Joel Klein issued a notice 
barring the destruction of White House computer records. In addition, he issued 
notices to halt the removal of all "burn bags" in the White House, stop the 
removal of all wastebasket trpsh containers and ordered the preservation of all 
computer records. 

Clinton was notified of the subpoenas shortly before they were served at 7 
p.m. BST. "His reaction was that the staff should take all necessary steps to 
comply," an administration official said. 

The official, who declined to be identified, said the white House probably 
would not provide legal counsel for the subpoenaed aides. "It's up to them if 
they want to hire counsel,” the official said. 

The official said the subpoenas were not totally unexpected but that, "We 
didn't know specifically that it was coming." 

A memorandum from Klein to the White House staff said the grand jury subpoena 
calls for, amo n g other things, "any and all documents and-or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings 6 Loan, its subsidiaries or affiliates" 
held between White House staff and officials of the Treasury Department or the 
Resolution Trust Corp. 

It added: "If you have any doubt about whether a particular document is 
called for . . . you must save it . " 

Klein's memo also warned that "the destruction of documents after receipt of 
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this subpoena may constitute obstruction of justice.” 

A White House official who spoke on condition of anonymity said the court 
documents were worded such that ”1 think they leave open the subpoenas of more 
people . ” 

The official said the orders to preserve paper documents and computer 
messages went out to the White House staff within an hour of the receipt of the 
subpoenas. 
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The nine White House and Treasury officials subpoenaed Friday to appear 
before a federal grand jury investigating the involvement of President and Mrs. 
Clinton in the Whitewater affair: 

-Bernard Nussbaum, the White House Counsel: Nussbaum is reportedly ready to 
resign his post after taking part in discussions with Treasury officials about 
the status of an investigations by the Resolution Trust Corp. into possible 
criminal wrongdoing in the failure of Madison Guaranty Savings 6 Loan, an 
Arkansas thrift with ties to the Clintons. The RTC is the government's S&L 
cleanup agency. 

-Mark Gear an, White House Communications director: He confirmed this week 
that White House officials received two briefings from Treasury officials last 
fall. But he denied that there was anything improper in the White House 
discussing an investigation involving the Clintons. He said the meetings were 
held to discuss how to deal with press inquiries, not to blunt the RTC inquiry. 

-Bruce Lindsey, senior presidential adviser: He has been handling questions 
on the Clintons involvement in the Whitewater land deal and Madison. Lindsey 
said officials did not discuss the substance of the RTC investigations but how 
to deal with reporters questions. 

-Harold Ickes, deputy chief of staff: Ickes has been coordinating White House 
damage control efforts in the face of the widening investigation. 

-Lisa Caputo, press secretary to Hillary Rodham Clinton. She has said she 
received a call from an RTC official last fall who told her about press 
inquiries involving Whitewater and Madison. She said she had not solicited any 
information but was simply returning a phone call. 

-Maggie Williams, Mrs. Clinton's chief of staff: She attended at least one of 
the meetings at which Treasury officials discussed Whitewater and Madison. 

-Roger Altman, deputy secretary of the Treasury: He is the acting head of the 
RTC and touched off criticism when he disclosed during congressional testimony 
that he had briefed White House officials in February about how the agency would 
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deal with any civil claim growing out of Madison's failure. 

-Jean Hanson, the Treasury Department '■ general counsel: She reportedly told 
Nussbaum last fall that the Clintons were turned by the RTC as possible 
beneficiaries of questionable transactions at the SSL but were not accused of 
any wrongdoing. She was involved in RTC business. 

•Joshua Steiner. Treasury Department chief of staff: He attended the second 
Whitewater meeting with white House officials. 
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HEADLINE: FBI Supoenas Target White House Dealings With Treasury 

BYLINE: WOLF BLITZER 

HIGHLIGHT 

In a surprise move, Whitewater special counsel Robert Fiske, acting through the 
FBI, has subpoened papers from several White House and Treasury Department 
officials. 

BODY 

LINDEN SOLES, Anchor: Taking a look at our top stories this hour, there are 
new developments in the so-called Whitewater affair. CNN's senior White House 
correspondent. Wolf Blitzer, 'joins us now live from the White House with the 
latest developments. Wolf? 

WOLF BLITZER, Senior White House Correspondent: The latest developments indeed 
are dramatic. Linden. The White House has been served FBI subpoenas - a grand 
jury subpoena by the FBI on behalf of the special counsel Robert Fiske, asking 
for all documents related to conversations that senior White House officials 
have had with Treasury Department officials involving the collapse of the Little 
Rock Savings and Loan - the Madison Guaranty Savings and Loan. 

In addition, six senior White House officials have been subpoenaed, ordered to 
testify, and three senior Treasury Department officials, including Deputy 
Secretary Roger Altman, have also been subpoenaed. So all of these developments 
happened this evening about three hours ago, and certainly it's caught a lot of 
us by surprise. 

SOLES: Wolf, the political lightning rod in all of this, so to speak, has been 
White House counsel Bernard Nussbaum. His resignation apparently was expected 
1 this evening . What ' s the status of that now? 

BLITZER: It's still expected. It probably will coma over the weekend. . It could 
com as early as tomorrow. But there's no doubt that the subpoena that was 
served around 7 p.m. eastern this evening set back plans for Mr. Nussbaum to 
offer his resignation this evening. He went home. He left the White House. 
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He's going to slesp on it. The president went to the theater. They're going to 
probably meet again tomorrow, and we'll be hearing more about Nr. Nussbaum's 
expected resignation over the weekend. 

SOLES: Quite recently there's been a lot of rhetorical clamoring, if you like, 
not only from Republicans but also from the media. Is it possible that that put 
extra pressure on Mr. Piske? 

BLITZBR: Mr. Piske did indeed come under a lot of pressure to come forward with 
these subpoenas, not only from columnists and editorial writers in the news 
media, but also from Republicans on Capitol Hill. 

The issue is whether his independent investigation has been compromised by some 
of the meetings that occurred hear at the White House involving senior White 
House officials with officials from other government agencies - specifically the 
Treasury Department - if the White House got advance information, tips about the 
on-going investigation into the Madison Savings and Loan collapse. If in fact 
that did happen, there could be some question about the entire investigation. 

As a result, the White House has now agreed, of course, to comply with these 
subpoenas. The White House press secretary Dee Dee Myers promising prompt and 
total compliance with the subpoenas. And the deputy White House legal counsel, 
Joel Kline [sp] ordering, issuing memos to everyone saying they can't destroy any 
information, any documents - including information stored in their computers. 

SOLES: wolf, what's interesting in all of this is the White House has said it 
will not provide legal counsel for those who have been subpoenaed by Robert 
Piske. Is that part of the internal movement to try and distance the White 
House from the appearance of any sense of meddling in this probe? 

BLITZER: Well those six senior White House officials, including deputy White 
House Chief of Staff Harold Ickes and his senior policy adviser, Bruce Lindsey, 
the communications director, Mark Gearan. Those six White House senior 
officials who were subpoenaed will now have to make a decision on their own 
whether to retain private counsel - an attorney - to represent them. 

As you know the president and the first lady have also hired a private lawyer, 
David Kendall (sp], from the Washington law firm of Williams and Conley [sp] to 
represent them in their personal dealings involving the fallout from the whole 
Whitewater investigation. So no doubt all nine individuals - three from 
Treasury, six from the White House - will almost certainly go out and hire 
lawyers at this point. 

SOLES: CNN's senior White House correspondent. Wolf Blitzer, thank you. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
tape. 
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WASHINGTON -- President Clinton acknowledged Thursday that his 
top aides had been briefed by federal authorities on a confidential 
investigation of his former Arkansas business partner and said the 
meetings should never have taken place. But he denied his staff had 
done anything improper. 

""As nearly as I can determine, no one has actually done 
anything wrong or attempted to improperly influence any government 
action. But I think it would be better if the meetings and the 
conversations hadn't occurred,*' Clinton said. 

He said he had ordered his staff to " "bend over backwards' ' 
from now on to avoid the appearance of impropriety or meddling in 
the federal investigation of the Madison Guaranty Savings and Loan 
and its owner, James McDougal, who was also a co- investor with the 
president and his wife, Hillary Rodham Clinton, in the money-losing 
Whitewater land development venture. 

Federal authorities have been investigating whether M c Dougal 
may have diverted Madison deposits to help prop up Whitewater and 
other failing investment deals during the 1980s when Clinton was 
governor of Arkansas. 


Although the Clintons have not been accused of any 
wrongdoing, their names were mentioned as possible beneficiaries of 
money diversions in a " "criminal referral 1 ' report sent to the 
Justice Department last fall by the Treasury Department's 
Resolution Trust Corp 

Clinton confirmed that at least three meetings had taken 
place involving White House counsel Bernard Nussbaum, other senior 
presidential aides and top Treasury Department officials. . White 
House officials acknowledged that in two of the meetings Nussbaum 
was briefed on the status of the RTC probe and how the agency might 
proceed with any civil charges resulting from it. They said the 
third meeting focused on how to manage media inquiries. 
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Clinton said he was concerned about the appearance of 
Improper or unethical behavior on the part of his staff but said it 
was not trying to influence the Investigation. Still, he said, ""We 
don't need to have any implication that we are in any way trying to 
manage or affect this process. 

""We are not, we must not, and I don't want the American 
people to give it a second thought, ' ' he added. 

Later in the day, White House Chief of Staff Thomas F. 

""Mack' ' McLarty issued a memorandum cautioning Clinton aides 
against questionable contacts with government agencies and 
departments involved in the ongoing investigation. 

""I don't think there will be further problems on this," 

Clinton said. 

The president's reassurances, however, did not calm his 
Republican critics on Capitol Hill. 

Charges of a ""Watergate -like cover-up" rang through both 
the House and Senate chambers, as Republicans took to the floor to 
condemn the contacts between the Treasury and White House officials 
as unethical and possibly illegal. 

In an attempt to force a congressional investigation, 43 
Republican senators signed a letter threatening to block the 
confirmation of Ricki Tigert, Clinton's nominee to head the Federal 
Deposit Insurance Corp., until the Senate Banking Committee agrees 
to hold hearings. 

Rep. Jim Leach, R-Iowa, said White House officials who took 
part in the meetings should not only be ""sanctioned for a breach 
of the public trust, but brought before Congress" to explain their 
actions. 

Senate Minority Leader Bob Dole, R-Kan. , said Clinton's aides 
had obviously forgotten the lesson of Watergate -- that it's 
dangerous to play politics with an investigation. 

""You're asking for big, big trouble and showing some 
stunningly bad judgment when you start mixing politics with the law 
enforcement, ' ' Dole said. 

The Democrats, meanwhile, were virtually silent on the issue, 
though some suggested that Clinton ought to dump Nussbaum. 

One Democrat observed that the chief counsel possesses "”a 
political tin ear, ' ' which renders him incapable of providing good 
advice. As chief White House counsel, one of Nussbaum 's 
responsibilities is to advise against improper behavior. 

The Washington Post reported that Nussbaum was the point of 
contact between Treasury and the White House on three separate 
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occasions in which ths Madiaon- Whitewater investigation was 
discussed. 

The first was last September when Treasury general counsel 
Jean Hanson told him in a meeting that the Clintons had been named 
by the RTC, but not accused of wrongdoing, in its criminal referral 
recommending that the Justice Department investigate McDougal's 
management of the Madison thrift. 

Criminal referrals are virtually never discussed with people 
named in them or their associates, Treasury officials confirmed 
Thursday. 

White House officials said the second meeting was held in 
October to plan a strategy for dealing with media inquiries about 
the investigation. Xt involved Nussbaum, Hanson, Clinton adviser 
Bruce Lindsey. White House Communications Director Mark Gearan, 
Treasury official Josh Steiner and Jack DeVore, Treasury spokesman 
at the time. 

Reached in Austin, DeVore said Thursday that he r e mem bered 
little about the meeting but confirmed that there was a discussion 
about media inquiries. He said he was ""not aware at all" at the 
time that the RTC's probe of Madison had been referred to the 
Justice Department or exactly how the Clintons were tied to the 
investigation . He said he learned of the RTC referral during the 
meeting. 


""X didn't know what was going on. X was just doing what X 
do, ' ' he said, explaining that he had gotten calls from reporters 
asking about Madison and wanted to find out what White House 
officials knew. 

DeVore, now a political consultant, said he did not believe 
there was anything improper about the meeting. ""X don't see how it 
could give that appearance. Certainly not then, nor today, " he 
said. 

A third meeting took place earlier this year in which Deputy 
Treasury Secretary Roger Altman briefed Nussbaum again on the 
status of the RTC's civil investigation of Madison. . At the time, 
Altman was the acting head of the RTC, but has since acknowledged 
""bad judgment" in talking to Nussbaum and has recused himself 
from further dealings with the Madison case. 

■ Treasury Secretary Lloyd Bent sen on Thursday called for the 
independent Office of Government Ethics to investigate the contacts 
between his subordinates and White House officials. Bentsen said he 
was not aware that the meetings had taken place. 
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WHITEWATER ROILS THE PRESIDENTIAL WATERS 

BODY 

Sometimes the news media are too quick to judge, but if you hear or read the 
troubling term cover-up being applied to the Whitewater controversy more and 
more, it may not be the media's fault. The White House may have only itself to 
blame. 

On Thursday President Clinton said that high-level briefings that took place 
shouldn't have. The sessions were held among top White House aides -- but did 
not include the President -- and featured an extremely questionable briefing 
last month by Deputy Treasury Secretary Roger Altman. He is not only the No. 2 
Treasury official but also the acting chief of the Resolution Trust Corp. That 
is the government agency investigating the failure of Madison Guaranty Savings 
a Loan Assn, in Arkansas. Altman's briefing gave White House staffers an 
inappropriate advance peek at what the RTC was up to in its probe of the failed 
thrift. 

Bill and Hillary Rodham Clinton were real estate partners with the head of 
that SfcL in a development known as Whitewater, a 1980s land venture in Arkansas. 
The controversy centers on whether a sweetheart deal was arranged to benefit the 
Clintons and whether Clinton as governor kept at bay the regulators concerned 
about the thrift. 

Now the White House has confessed to the sin of looking bad. It says that 
although it has done nothing wrong, it does itself no good when it does anything 
that appears to be blocking disclosure. That's the right position to take, white 
House officials must recuse themselves --as Altman belatedly has done -- from 
all matters related to the Whitewater probe. What is at stake is not only their 
careers and their reputations -- serious matters in themselves -- but possibly 
this presidency. 

Washington old pro Lloyd Bentsen understands this. The Treasury secretary has 
asked the independent Office of Government Ethics to probe the contacts between 
Treasury officials and the White House about the S6L. That was the proper thing 
to do. The government's integrity must not be in question. The appearance of 
misconduct can be as corrosive as actual misconduct. 

The phrase Whitewater-gate is already making the Washington rounds these 
days. That's a little too glib. What Whitewater originally was, after all, was a 
financial deal of somewhat lesser magnitude than, say, a good-sised political 
payoff scandal. But if the White House or the President's allies orchestrate in 
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any manner a cover-up, or even offer the appearance of a cover-up, then the gate 
suffix will be appended to Whitewater without objection. The white House is 
perilously close to that point. One more major misstep and it may have arrived. 

GRAPHIC: Photo, Clinton: Briefings that shouldn't have been. 
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President Clinton on Thursday said for the first tins that he is concerned 
about the appearance of impropriety stemming from meetings between White House 
and Treasury Department officials on the Whitewater controversy. 

The statement came as Treasury's second- ranking official cut all ties to the 
continuing investigation of the role of than -Gov. Clinton and his wife, Hillary 
Rodham Clinton, in the failed Whitewater Develo p m en t Corp. in Arkansas. 

The White House -- hearing growing cries of "coverup" from congressional 
Republicans and others -- stepped up damage control efforts to try to keep 
Whitewater from blowing up into an uncontrolled political problem once again. 

Senate Republicans, seeking to keep the issue alive, called for an 
investigation into the meetings between White House and Treasury officials and 
threatened to hold up confirmation of the Administration's choice for a senior 
banking regulatory position unless hearings are conducted. 

As those efforts continued, pressure built on the White House official who 
has direct responsibility for avoiding ethical lapses -- White House Counsel 
Bernard Nussbaum. Despite widespread speculation inside the White House and on 
Capitol Hill, officials denied reports that Nussbaum intends to resign, saying 
that such rumors are premature. 

But two officials conceded that Nussbaum has been widely blamed for Clinton's 
renewed difficulties. "Nussbaum may be a smart guy," said one former 
Administration official familiar with Whitewater issues. "But he's tone deaf.” 

Deputy Treasury Secretary Roger Altman met last month with three White House 
officials to brief them on a Whitewater -related investigation by the Resolution 
Trust Corp., of which Altman is the acting director. 

Senior Administration officials said Thursday that Altman officially will 
remain the RTC's acting director until the end of this month but has now 
canceled all RTC-related meetings and activities. 

Last fall. Treasury officials met twice with White Bouse aides to discuss 
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Whitewater- related matter* . Officials at Treasury and the White House insisted 
that those meetings involved nothing other than efforts to respond to inquiries 
from reporters. 

Thursday afternoon, Treasury Secretary Lloyd Bentsen issued a statement 
saying that he had ordered Treasury officials to have no further contact with 
the White House about Whitewater -related issues and had asked the independent 
Office of Government Bthics to examine the earlier meetings "to ensure that all 
ethical guidelines tiers followed." 

The Clintons invested jointly in Whitewater in 1978 with James B. McDougal , 
who owned Madison Guaranty Savings k Loan. They have said that they lost about 
$69,000 when the development failed. Special counsel Robert B. Piske Jr. is 
investigating the Clintons' role in the real estate venture, whether funds from 
Madison -- which also failed -- might have been used to help pay off Clinton 
campaign debts. 

The Administration containment effort on Thursday started with Clinton, who, 
in sharp contrast with his recent practice, gave reporters a lengthy answer when 
asked whether he is concerned about the appearance of improprieties in the case. 

"The answer is yes. I'm concerned about that," he said. "As nearly as I can 
determine, no one has actually dons anything wrong or attempted to improperly 
influence any government action, but I think it would be better if the meetings 
and conversations hadn't occurred." 

Noting the several investigations of Whitewater -related affairs, Clinton said 
that "it's very, very important that, while all this is going on, that the 
activity around it should be handled in such a way as to avoid even the 
appearance of a conflict. In addition to what the rules are, what I want the 
people here to understand is never mind what the rules are, bend over backwards 
to avoid the appearance" of a problem. 

Clinton's remarks were in sharp contrast to earlier statements by him and top 
aides on Whitewater, until Thursday, they had brushed aside complaints about 
appearances, insisting that, because no one has been proven to have engaged in 
wrongdoing, allegations about appearance problems are politically motivated. 

That earlier approach remained at the Justice Department, however, where 
Atty. Gen. Janet Reno dismissed questions about Associate Atty. Gen. Webster 
Hubbell, a longtime Clinton friend from Arkansas. The Washington Post reported 
earlier this week that Hubbell 's former law firm, the Rose Law Firm of Little 
Rock, Ark., was investigating allegations that Hubbell had overbilled clients. 
Hubbell has denied any overbilling. 

Reno gave Hubbell a strong vote of personal confidence, saying: "I have been 
extraordinarily impressed with his honesty, his candor, his professionalism and 
the sacrifices he's making to serve the American people. 

"He advised me that he had not overbilled or done anything wrong. At this 
point, I have no substantiated information that Mr. Hubbell is doing -- has done 
anything wrong." 

But Reno said that she had not asked anybody in the department to look into 
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tbt Mtttr. "At this point, all X knot it that toot u nnam e d aourca aaya that tha 
law fira ia looking at allagationa of wrongdoing," Kano aaid. "All X know from 
aubatantiatad aoureaa of any kind ia that tha law fira ia raviawing tha aattar, 
they've aakad Nab quaationa, ha'a anawaring tha quaationa, and they're raaolving 
partnarahip iaauaa.” 

Nhathar aithar Hubball or Treaaury official* actually hava dona anything 
wrong raaaina in conaidarabla doubt. In Hubball 'a caaa. for example, a former 
aanior partnar at tha Roae firm aaid Thuraday that ha know of no indication of 
overkilling by Hubball or of an actual ” invaat igation" by tha firm. 

Tima ataff writer Ronald J. Ootrow contributed to thia atory. 
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Don't meddle in case, Clinton instructs aides 
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BODY 

WASHINGTON - The Clinton administration Thursday moved to quell controversy 
over white House contacts with Treasury Department officials investigating the 
failed Madison Guaranty Savings 6 Loan. 

President Clinton said the contacts should not have occurred and ordered 
aides to "bend over backward" to avoid meddling in the probe of Madison and 
Whitewater, a land venture in which the Clintons were partners. 

Mr. Clinton said no wrongdoing had occurred in the three private discussions 
between White House advisers and officials familiar with the investigation. He 
added, however, "I think it would be better if the meetings and conversations had 
not occurred." 

Meanwhile, The New York Times reported Friday that an employee of the Rose 
Law Firm has told a federal grand jury that he ms ordered to destroy documents 
from the files of Vincent W. Foster Jr., the White House lawyer whose suicide is 
part of the investigation. 

People familiar with the testimony of the employee, an in-house courier, said 
he testified that in January he and a colleague shredded the papers at the 
request of a clerk in the firm, according to The Times. 

The firm's former partners include Hillary Rodham Clinton; Webster L. 

Hubbell, the associate attorney general; William H. Kennedy III, an associate 
White House counsel; and Mr. Foster, the deputy White House counsel who 
committed suicide in July. 

The firm denied that any of Mr. Foster's documents had been shredded. 

"No files of Vince Poster have been destroyed," managing partner Ron Clark 
said late Thursday. He said the documents referred to by the courier - who was 
identified by the Times as Jeremy Hedges - were internal documents unrelated to 
Whitewater matters. 

Mr. Clark said they were shredded in connection with one lawyer moving from 
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one office to another and weren't Mr. Poeter'a. 

Mr. Potter' e filet are potentially important to inveatigatora. 

while at Rote, he worked on varioue legal mattera for the Cl intone, including 
the aale of their share of Whitewater Development Co., a real estate venture in 
the Ozark Mountains. At the time of his suicide, Mr. Poster was working on 
various personal matters for the Clintons. 

The courier testified that he had seen no references to Whitewater in the 
papers he shredded. 

In Washington, Republicans continued to attack the White House for its 
handling of the Whitewater affair, focusing on the private briefings Clinton 
advisers received about the investigation. 

"You're asking for big, big trouble and showing some stunningly bad judgment 
when you start mixing politics with the law enforcement," Senate Minority Leader 
Bob Dole said. 

Zn a letter to Senate leaders, 43 Republican senators promised to block the 
administration's nomination of Ricki R. Tigert to head the Federal Deposit 
Insurance Corp., until a congressional hearing is conducted on a White House 
briefing by Deputy Treasury Secretary Roger Altman. Mr. Altman is a Clinton 
appointee and interim head of the Resolution Trust Corp. , the SSL cleanup 
agency. 


After Republicans initially criticized his actions last week, Mr. Altman 
issued a statement admitting "bad judgment” and said he would stop dealing with 
the Madison case. 


Meanwhile, officials said .that Mr. Nussbaum, who attended the Altman briefing 
and the other two meetings, was considering resigning. And Treasury Secretary 
Lloyd Bentsen asked the independent Office of Government Ethics to investigate 
the contacts. 

Mr. Clinton ordered chief of staff Mack McLarty to issue a memo outlining 
procedures for staff contacts with other government officials. 

"We will bend over backward to avoid not only the fact but any appearance of 
impropriety," he said. 

The two-paragraph memo "reiterates White House policy,” requiring contacts 
from federal agencies regarding Whitewater to be reported to the White House 
counsel's office, which would determine who should respond. The m emo also 
forbids aides from contacting agencies about the matter without the deputy 
counsel's OX. 

Mr. Bentsen said in a statement Thursday that he had ordered officials in his 
department to have no further contact with the White House about the case. He 
said he did not attend any of the White House meetings on Madison Guaranty and 
was not informed of them. 

In Little Rock, the Rose firm courier told the grand jury on Feb. 14 that he 
did not know precisely what he had shredded but be was certain the papers came 
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from Mr. Poster's files, those familiar with the account told The Times. 

He testified that he looked inside the box and saw that the papers were 
separated by binders marked with the initials "VWP, ■ the firm's abbreviation for 
Mr. Poster. No other employee at the firm has those initials. 

The timing of the shredding is unclear. By the courier's account to the 
grand jury, it took place around the time that Robert B. Piake Jr., the 
independent counsel, was appointed on Jan. 20. 

The day his appointment was announced, Mr. Piske said he would investigate 
the circumstances of Mr. Poster's suicide and accusations that money had been 
improperly diverted from Madison to Mr. Clinton's business interests or his 1964 
gubernatorial campaign. 

Mr. Piske on Thursday said he could not comment on matters before the grand 
jury. 

Shortly after Mr. Piske began his work, he issued a sweeping subpoena that 
demanded all documents relating to Mr. Poster. 

The date of that subpoena has not been disclosed publicly. Zf the shredding 
occurred after the firm was put on notice that Mr. Piske wanted to review Mr. 
Poster's documents, such an action might have been improper, legal experts said. 

Mr. Flake's investigators are trying to determine the timing of the 
shredding, the nature of the documents destroyed and whether any of them might 
have been relevant. 

The Associated Press, The Washington Post and New York Times News Service 
contributed to this report. 
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An employee of the Rose Law Firm here haa told a Federal grand jury that in 
late January he was ordered to destroy a box of documents from the files of 
Vincent N. Foster Jr., the Nhite House lawyer whose suicide is under 
investigation by an independent counsel. 

People familiar with the testimony of the employee, an in-house courier, said 
he had told the grand jury that he and a colleague had used a shredder in the 
firm's basement to destroy the papers. He testified that he had done so at the 
request of a clerk in the firm. 

The firm's former partners include Hillary Rodham Clinton; Webster L. 

Rubbell, the Associate Attorney General; William H. Kennedy 3d, an associate 
White House counsel, and Mr. Foster, the deputy White House counsel who 
committed suicide in July. All left the firm to go to Washington last year. 

The courier, a college student who is among several assigned to run messages 
and errands, told the grand jury on Feb. 16 that he did not know precisely what 
he had shredded but that he was certain the papers had come from Mr. Foster's 
files, those familiar with the account said. He testified that he had looked 
inside the box and saw that the papers were separated by binders marked with the 
initials "VWF, " the firm's typical abbreviation for Mr. Foster. The box itself 
also bore Mr. Foster's initials, which no other employee at the Rose firm had. 

In a brief statement, the Rose firm denied that any of Mr. Foster's documents 
had been shredded. 

"No files of Vincent Foster's have been destroyed,” the statement said. "In 
the process of a lawyer changing offices, a box of old files containing internal 
Rose firm materials, such as copies of notes of firm committee meetings, was 
destroyed earlier this year.” 

The firm's lawyers declined to answer specific questions. 

What Rose Handled 

Mr. Foster's files are potentially important to investigators. While he was 
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At the Rose firm, he worked on a wide array of legal matters for the Clintons, 
including the sale of the Clintons' share of the Whitewater Development Company, 
a real estate venture in the Ozark Mountains. At the time of his suicide, Mr. 
Poster was working on various personal matters for the Clintons, including tax 
filings and the creation of the family's blind trust. 


Investigators have sought clues to the circumstances of Mr. Poster's death, 
as well as the Clintons' finances, in everything from Mr. Poster's internal 
memos and telephone logs to his personal diary and even some cryptic scribblings 
discovered among his White House papers. 

The courier testified that he had seen no references to Whitewater in the 
papers he shredded. 

The timing of the shredding is unclear. By the courier's account to the grand 
jury, he destroyed the papers about the time that Robert B. Piske Jr., the 
independent counsel, was appointed on Jan. 20. 

At the news conference called that day to announce his appointment, Mr. Piske 
said he would investigate the circumstances of Mr. Foster's suicide and 
accusations that money had been improperly diverted from the Madison Guaranty 
Savings and Loan Association in Arkansas to Mr. Clinton's business interests or 
his 1984 gubernatorial campaign. The savings institution failed in 1989, and its 
assets and accounts were taken over by the Government. 

Shortly after Mr. Piske began his work, he issued a sweeping subpoena that, 
among other things, demanded all documents relating to Mr. Poster. 

The date of that subpoena has not been disclosed publicly. If the shredding 
occurred after the firm was put on notice that Mr. Piske wanted to review Mr. 
Poster's documents, such an action might have been improper, legal experts said. 

Mr. Piske 's investigators are trying to determine when the shredding took 
place, what kinds of the documents were destroyed and whether any of them might 
have been relevant to the inquiry. 

Republican Pressure 

Mr. Piske 's appointment came after after weeks in which Congressional 
Republicans pressed for an investigation into Whitewater and into Mr. Foster's 
activities. The Republican demands followed reports that the White House 
counsel, Bernard W. Nusabaum, had removed records from Mr. Poster's office 
shortly after his death. Among the documents that were removed and sent to 
Clinton's personal lawyer, David Kendall, were records of Whitewater. 

The Government's independent counsel, Mr. Piske, said today that he could not 
comment on matters before the grand jury. 


In complex inquiries, investigators conduct many interviews. But Mr. Piske 's 
decision to call the courier as one of the first witnesses indicates that the 
employee's account is being taken seriously. 


The courier's lawyer. Dean Overstreet, said, 
comment on because of the stage it's in.” 


"It's not 


something I can 
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what Law Says on Evidence 

Many law firms , including Rose, say they routinely destroy documents for 
purposes of privacy and to save storage space . But legal experts said in 
interviews that the law prohibited people from intentionally impeding an 
investigation by destroying evidence they knew investigators wanted. 

The firm has acknowledged that it received an order from Mr. Fiske in 
February demandiing that it preserve all evidence. Mr. Fiske has never explained 
the reason for the order. 

The courier was identified by people involved in the case as Jeremy Hedges, a 
college student who has worked part time at the Rose Law Firm for several years. 

He was said to have told the grand jury that he glanced at some of the documents 
as he fed them into the machine. By his account, he saw none that mentioned 
Whitewater Development. 

Federal investigators have interviewed other Rose employees, including one 
who helped Mr. Hedges shred the box of Mr. Foster's documents, those familiar 
with the case said. That witness has not appeared before the grand jury. 

Privacy of Clients 

In interviews, lawyers and former employees of the Rose firm described how 
the firm set up a system for shredding documents in 1991, weeks after Mr. 

Clinton declared his Presidential candidacy . 

The firm's managing partner, Ronald M. Clark, said last month that the firm 
had begun shredding out of concern that confidential information about would be 
compromised as reporters examined the firm's activities. 

By Mr. Clark's account, each lawyer was given a separate garbage can to throw 
out material to be shredded. Other current and former employees said couriers 
picked up papers to be shredded daily from lawyers and their secretaries. 

Questions about shredding arose on Feb. 9, when The Washington Times, quoting 
an unidentified Rose employee, reported that the firm had destroyed documents 
pertaining to Whitewater Development. The newspaper reported that the documents 
were shredded on Feb. 3. 

The courier's testimony describes shredding that occurred in January and 
appears to be unrelated. 

The law firm denied The Washington Times article, and there has been no 
independent confirmation of it. But the article prompted Mr. Fiske to announce 
that he would investigate any incidents of shredding. Soon afterward, agents 
from the Federal Bureau of Investigation began interviewing Rose employees. 

Former employees said couriers were told of the firm's new policy on 
shredding in a meeting in the fall of 1991. By their accounts, their supervisor 
told them that the firm had caught reporters going through the trash behind the 
building. To safeguard the privacy of clients, the firm's senior partners 
decided that sensitive documents would be shredded daily, former employees 
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quoted the supervisor as saying. 

One former employee said in an interview that in the summer of 1992 he was 
twice sent to the Governor's mansion to deliver an envelope to Mrs. Clinton and 
to pick up a half >inch* thick sheaf of documents to be shredded. He said he was 
escorted by two Secret Service agents as he walked up a driveway and exchanged 
envelopes with Mrs. Clinton. The courier said he fed the material into the 
shredder without opening it. 

Shredding After election 

Several former employeee said in interviews that after the election the pace 
of shredding picked up. Christopher A. Cordero, a 22 -year-old who worked as a 
courier until the summer of 1993, said he had collected and shredded several 
legal-sixed boxes of documents from Mrs. Clinton's office at the law firm in 
late November or early December of 1992. He said he was shown the boxes by 
secretaries or file clerks. 

Asked if she could shed any light on what the couriers said about shredding 
Mrs. Clinton's documents, Lisa Caput o, spokeswoman for the First Lady said. "I 
cannot say in stronger terms Z know nothing about what you're talking about." 

About that time, couriers were sent to the Rose firm's storage warehouse at a 
riverside complex near downtown Little Rock. Former employees said they 
collected at least eight full boxes of documents from the files of Mrs. Clinton, 
Mr. Kennedy, Mr. Rubbell and Mr. Foster. The former employees said they seldom 
looked at what they fed into the machine. 


GRAPHIC: Photos: The Rose Law. Firm has denied shredding any documents of 
Vincent N. Foster Jr., who committed suicide. (Arkansas Democrat -Gazette) ; 
Robert B. Fiske Jr., the independent counsel, leaving the Federal courthouse in 
Little Rock, Ark. , on Tuesday. (Associated Press) (pg. A22) 
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President Clinton and Treasury Secretary Lloyd Bentsen moved today to 
disassociate themselves from the conduct of aides who met privately three times 
in recent months to review the status of a confidential investigation into an 
Arkansas savings and loan association. 

"I think it would have been better if no conversations had taken place," Mr. 

Clinton told reporters this morning, hours after news accounts detailed two 
previously unknown discussions between senior Treasury officials and White House 
aides about the investigation of the Madison Guaranty Savings and. Loan. 

Speaking this morning for the first time publicly about the briefings, Mr. 

Clinton said he believed that Bernard W. Nussbaum, the White House counsel, and 
others who participated in the meetings had done nothing wrong. 

But the President said that he feared they had left an impression of 
impropriety, and he ordered the White House chief of staff, Thomas F. McLarty 
3d, to draft new restrictions to insure that his aides would not take part in 
such meetings again. 

Mr. Nussbaum was present at all three of the meetings, and in an atmosphere 
of tension and recrimination at the White Rouse today there was some talk among 
White House officials that he might consider stepping down from his post to 
accept blame for what had gone wrong. 

But Mark D. Gear an, the White House communications director, said 
emphatically tonight that Mr. Nussbaum continued to have the "full confidence" 
of the President, and he singled out what he said had been Mr. Nussbaum' s main 
accomplishments while in office to bolster that signal of support. 

Mr. Nussbaum, a former litigator in New York, has weathered criticism in the 
past for the way he has handled other delicate episodes in the Clinton 
Administration's first year. 

He has proved a durable figure and has overcome even allegations that he 
obstructed a Federal investigation into the suicide of Vincent W. Foster Jr., 
who was his deputy at the white House . 
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Nr. Nuasbaum did not return telephone cello placed to his office. 

Bentoen Calls for Review 

As Republican leaders issued harsh criticism of the Administration's 
handling of the matter, Hr. Bentsen went even further, issuing a written 
statement saying that he had asked the Treasury Office of Government Ethics to 
review his subordinates ' conduct. 

Mr. Bentsen, whose four top aides each took part in at least one of the three 
sessions, said he had requested the internal review "to insure that all ethical 
guidelines were followed.” Zn terse language that officials said he had dictated 
himself. Nr. Bentsen expressed confidence in the Treasury officials but said, ”1 
did not attend any of these meetings, nor was Z informed of any of these 
meetings. * 

White House officials were caught by surprise by Mr. Bentsen 1 s call for an 
investigation and said Mr. Clinton had concluded that no retrospective action 
was necessary. But George Stephanopoulos , a senior adviser to the President, 
said tonight that the Treasury Department investigation would cover all three 
contacts between Treasury and White House officials. 

Criminal Inquiry Warning 

Zn the first of the meetings. Administration officials said today, the 
Treasury Department's top lawyer gave the White House advance warning that 
Government regulators planned to ask the Justice Department to begin a criminal 
investigation into the failed Madison Guaranty Savings and Loan, and that the 
request would name the Clintons as possible beneficiaries of illegal actions. 

The Clintons were partners with Madison's owner, James B. McDougal, in a 
failed real estate venture , the Whitewater Development Company. That investment 
and the subsequent failure of the savings and loan are now the subject of an 
investigation by a special counsel, Robert B. Piske Jr. 

The efforts by Mr. Clinton and Mr. Bentsen to insulate themselves from the 
aides who took part in the meetings, including Mr. Hussbaum and Deputy Treasury 
Secretary Roger Altman, reflected a growing recognition within the 
Administration that the case is proving politically damaging. 

The advance warning to Mr. Hussbaum, the White House counsel, was given on 
Sept. 29 by Jean Hanson, the Treasury Department's general counsel. Their 
conversation was the first of the three between senior Treasury officials and 
white House aides about the investigation of Madison Guaranty by the 
Resolution Trust Corporation, the Federal agency in charge of disposing of 
failed savings and loan institutions . 

White House officials said that Ms. Hanson, who was then also serving as the 
trust corporation's acting counsel, had told Mr. Hussbaum in a brief encounter 
that a trust corporation document recommending a criminal investigation of 
Madison Guaranty would name the Clintons as possible beneficiaries of illegal 
actions by the thrift. 

But it was not until at least a week later, on Oct. 8, that the trust 
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corporation formally asked the Justice Department to look into the matter. That 
would mean that Mr. Nussbaum took part in discussing a criminal referral 
Involving the Clintons while it was still being evaluated by the corporation and 
before the Justice Department learned of the case. 

Clinton Adviser Got Word 

Dee Dee Myers, the White House spokeswoman, said tonight that Mr. Nussbaum 
had been given the impression that the decision was "a fait accompli . " Another 
white House official said that Mr. Nussbaum had done nothing with the 
information except to share it with Bruce Lindsey, a senior adviser to Mr. 
Clinton. 

But the information contained in criminal referrals is generally regarded as 
so sensitive that Administration officials described the conversation between 
Mr. Nussbaum and Ms. Hanson as the hardest to defend of the three private 
briefings, the last of which occurred just three weeks ago. 

Not only are the details of any allegations normally kept from those who 
might become the stab j acts of an investigation, but Government procedures seek as 
a rule to keep regulators' findings from being shared with political appointees 
who might taint the investigation. r 

Other senior officials described Mr. Nussbaum' s conduct as within acceptable 
bounds because the Clintons had not been subjects or targets of the Federal 
investigation. 

As Republicans intensified their criticism today. Senator Bob Dole of Kansas, 
the Republican leader,, and Senator Alfonse M. D 1 Amato, a New York Republican, 
announced that they and 41 other Republican Senators would block Senate 
confirmation of President Clinton's nominee to the chairmanship of the Federal 
Deposit Insurance Corporation until the Senate Banking Committee hold hearings 
on Whitewater. 

Senator Dole issued his harshest criticism yet o£ the Administration's 
handling of the issue, saying that a coverup might be under way by the 
Administration and Congressional Democrats . 

"The Democrats in Congress are apparently going to participate in a coverup, 
and not try to get the facts," Mr. Dole said. 

Mr. D'Amato was more blunt about the Clinton Administration's handling of 
Whitewater. "They are stonewalling and creating their own Whitewatergate, " he 
said. 


GRAPHIC: Photos: At a lighter moment at a news briefing by President Clinton 
and Vice President A1 Gore, Mr. Gore corrects a reporter about the amount of 
savings predicted in a report about restructuring Government. (Stephen 
Crowleyu/The New York Times) ; Senators Bob Dole, left, of Kansas and Alfonse M. 

D'Amato of New York after announcing that Republicans might try to block a 
Presidential appointment until the Senate held hearings on Whitewater. (Paul 
Hosefros/The New York Times) 
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From now on, President Clinton says, "everyone will be much more sensitive" 
about attending the improper meetings between White House and Treasury officials 
concerning the Resolution Trust Corporation's inquiry into a savings and loan 
association with close ties to him and Mrs. Clinton. 

Sure, that would be progress. But Mr. Clinton's tepid response explains why 
his Administration is easily the most reckless in interfering with the integrity 
of Federal investigative agencies since that of Richard Nixon. 

Mr. Clinton's effort at political damage control follows the astonishing 
revelation that White. House aides held not just one, but three such improper 
meetings with senior Treasury officials. 

Deputy Treasury Secretary Roger Altman, the acting R.T.C. chief, told the 
Senate Banking Committee last week about the "heads up" meeting he initiated 
several weeks ago for White House officials. This week came the news there were 
two other white House meetings in October where other Treasury officials 
discussed the case with Bernard Nussbaum, the President's counsel, and other 
White House officials. 

Faced with these repeated efforts to compromise the inquiry into Madison 
Guaranty Savings and Loan and the Whitewater case, the special counsel, Roberc 
Fiske Jr., must move swiftly. He should immediately subpoena all notes taken at 
the meetings and depose the participants under oath. 

Meanwhile, the President must show that he is not the architect of this 
investigative sabotage by moving against those who violated basic 
conflict-of-interest principles. It is not enough that Mr. Altman recuse himself 
from the Madison inquiry. Treasury Secretary Lloyd Bentsen should remove him 
from his job as acting R.T.C. head today and install the next -highest -ranking 
untainted official to run the agency on an interim basis. Similarly, Secretary 
Bentsen has cause to remove Jean Hanson, the Treasury counsel, for briefing Mr. 

Nussbaum in advance on where the supposedly independent R.T.C. investigation was 
going . 

It is, of course, long past time for Mr. Nussbaum to be dismissed. He seems 
to conceive of being "the President's lawyer" as a license to meddle with the 
integrity of any Federal agehcy. First, he and his staff tried to involve the 
Federal Bureau of Investigation in a politically inspired White House purge of 
employees of its travel office, when Vincent Foster, the deputy counsel, 
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committed suicide, Mr. Nussbaum interfered with the investigation by the 
National Park Service police and transferred sensitive files to Mr. Clinton's 
private lawyer. 

All this paints a picture of a White House dedicated to shortcutting justice 
if that is what it takes to shield the financial affairs of Mr. Clinton, his 
wife and their friends from scrutiny. This President desperately needs 
first-rate legal advice and a staff that is visibly under someone's managerial 
control. White House chief of staff Thomas McLarty's response, a mildly chiding 
memo about improper meetings, is totally inadequate to the situation. 

The Whitewater inquiry itself will move onto more intriguing ground with The 
New York Times's disclosure today about grand jury testimony that the Rose Law 
Firm may have been shredding documents belonging to Mr. Foster and Mrs. Clinton. 
If the shredding of the Foster documents took place after Mr. Fiske said he was 
looking into the suicide, that action may be illegal. Mr. Fiske will have no 
choice but to question Mrs. Clinton and Associate Attorney General Webster 
Hubbell , both former partners in the firm, about their knowledge of any 
destroyed documents . 

Of course, punishing the incompetent and asserting firm conflict-of-interest 
principles requires a President who is dedicated to evenhanded justice. So far 
there is scant evidence of those qualities. 
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President Clinton said Thursday members of his White House staff erred in 
getting briefed by Treasury Department Officials on the Whitewater probe. 

Clinton, facing a new barrage of questions about how his White House has 
handled the probe into the failed Arkansas land project, instructed his chief of 
staff to limit White House contacts with government investigators. 

"As nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly influence any government action," said Clinton. "But I 
think it would be better if the meetings and conversations hadn't occurred." 

The regulations issued by chief of staff Thomas McLarty limit discussions 
between Clinton aides and investigators. 

There have been at least three meetings involving Treasury Department 
officials with knowledge of the probe, including one acknowledged last week by 
Roger Altman, interim head of the Resolution Trust Corp. , which is overseeing 
the S&L clean-up. Whitewater had ties to a failed thrift, Madison Savings & 

Loan. 


Two meetings last fall, first reported in The Washington Post, came just 
after the RTC asked the Justice Department to probe possible criminal activity 
in the Madison case. 

A meeting in late September involved White House Counsel Bernard Nussbaum and 
Jean Hason, the general counsel of the Treasury Department. The other involved 
communications director Mark Gearan and three Treasury officials. 

Treasury Secretary Lloyd Bentsen told reporters he was unaware of the 
meetings, and asked the Office of Government Ethics to investigate. 

Senior adviser George Stephanopoulos said the meetings "shouldn't have 
happened." 


Said Senate Minority Leader Robert Dole: "You're asking for big, big trouble 
and showing some stunningly bad judgment when you start mixing politics with the 
law enf orcement . ■ 
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Also: 

-- Rsp. Jim Lssch, R-Iowa, said h« plans to sus the Federal Deposit Insurance 
Corp. and the RTC for failing to provide information on their tfhitewater-related 
investigations that he's requested for months. 

Forty-three OOP senators said they would block the nomination of Ricki 
Tigert to head the Federal Deposit Insurance Corp. until a hearing can be held 
on the Altman meeting. 

-- The New York Times reports today a grand jury in Little Rock has heard 
that files belonging to Vincent Foster, the White House lawyer whose suicide is 
under investigation, were shredded in January. 

GRAPHIC: PHOTO, color, AP 
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IT'S A BAD sign when the president has to order his own sta£f to refrain from 
engaging in the sort of conduct most first-year law students would immediately 
recognize as improper. It really shouldn't require a memorandum from Chief of 
Staff Thomas F. McLarty to get across the fact that White House officials have 
no business meeting with Treasury Department officials about the status of the 
independent Resolution Trust Corp.'s probe into the failed Madison Guaranty 
Savings and Loan. Especially is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of illegal Madison activities. The 
failure of so many important White House figures to get that message is sapping 
confidence in the administration's handling of the Whitewater affair. 

Treasury officials, it now turns out, twice reported to White House superiors 
on the status of the RTC investigation. In one instance, Treasury general 
counsel Jean Hanson met with White House counsel Bernard Nussbaum to tell him 
about the RTC's referral of the Madison failure to the Justice Department for 
investigation of possible criminal activity. She also reportedly informed Mr. 

Nussbaum that the Clintons were named in the action but had not been accused of 
any wrongdoing. If any two officials should have recognized the impropriety of 
such discussions, it would b« counsels for th« Whits House and the Treasury 
Department . 

RTC policy on the confidentiality of its investigations is clear. Criminal 
referrals are restricted and privileged information; improper release could 
jeopardize ^ivil or criminal litigation. How can administration lawyers not 
respect that prohibition? 

The second meeting, also held in Mr. Nussbaum 1 s office, involved a discussion 
between White House and Treasury spin controllers on how to handle Madison press 
inquiries. Disclosure of this meeting and the earlier one comes on the heels of 
last week's admission by Deputy Secretary Roger Altman that he had given a 
"heads up" to Mr. Nussbaum on how the RTC, which he runs, would treat potential 
civil claims springing from Madison. So confusion over how to negotiate the 
Whitewater ethical maze evidently isn't limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday reinforced Mr. Clinton's actions. 

In a statement Mr. Bentsen distanced himself from the amateur political 
operators in his department and instructed Treasury officials "to have no 
contact with the White House about this case . " He also asked for an 
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investigation by the Office of Government Ethics into contacts between Nhite 
House and Treasury officials. 

Congressional Democrats have refused to hold hearings or to demand answers to 
legitimate questions about this affair. Naturally, the Republicans are having a 
field day. Mr Clinton lamely said yesterday, ”X think it would be better if the 
meetings and conversations had not occurred.” That's not the half of it. 
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The Clinton administration yesterday moved on three fronts to quell a new 
controversy over White House contacts with Treasury officials on an 
investigation .into the failed Madison Guaranty Savings & Loan. 

President Clinton said the contacts should not have occurred and had the 
White House issue a new memorandum to all staffers reiterating the ban on such 
meetings. Officials said White House counsel Bernard Nussbaum was considering 
resigning. And at the Treasury Department, Secretary Lloyd Bentsen asked the 
independent Office of Government Ethics to investigate the contacts. 

Clinton said no wrongdoing had occurred in the three separate discussions 
between White House advisers and officials familiar with the investigation into 
the collapse of Madison and its connections to the Whitewater land venture, in 
which the Clintons were partners. But, he said, "I think it would be better if 
the meetings and conversations had not occurred." 

The White House has confirmed that on three occasions from September to 
February, senior officials including Nussbaum met with high-level Treasury 
officials who had been briefed by the Resolution Trust Corp. on the status of 
its investigation and its request to the Justice Department to investigate 
possible criminal activity in connection with the collapse of the thrift. The 
RTC request for a criminal investigation included references to the Clintons as 
potential beneficiaries of illegal Madison actions, but did not accuse them of 
any wrongdoing. 

white House Chief of Staff Thomas F. "Mack" McLarty yesterday issued a 
"memorandum for the White House staff" stating that any contact from an 
executive branch or independent agency regarding Madison, the Whitewater 
Development Corp. or related matters should be directed to deputy White House 
counsel Joel Klein. Klein has been charged with determining whether such 
contacts should be allowed, banned or be referred to the Clintons' personal 
attorney . 

Nussbaum normally would make such determinations. Since he was party to all 
three of the contacts, however, officials said the role was shifted to Klein. 
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Som administration officials suggested yesterday that Nussbaum' s involvement in 
what are seen as ethical breaches has caused him to consider resigning. 

At the Treasury Department. Bent sen said he had no knowledge of any of the 
contacts and announced he has asked the independent Office of Government Ethics 
to investigate. Treasury officials said the request was made in response to a 
Washington Post story yesterday outlining the three contacts. 

The largest meeting took place in mid to late October when Nussbaum, white 
House Communications Director Nark Gearan and Bruce Lindsey, the senior aide to 
Clinton who is his point man on the Whitewater and Madison matters, met with 
Bent sen's chief of staff, his press secretary and the general counsel. 

According to sources, the counsel, Jean Hanson, had been briefed earlier that 
month by senior RTC officials on the status of their investigation into Madison, 
which included their decision to ask the Justice Department to investigate the 
collapse of Madison and Clinton connections to Madison through Whitewater. 
Madison's owner was. partners with the Clintons in Whitewater. 

Officials said the month before, Hanson had told Nussbaum that the RTC either 
had referred the matter to Justice or was likely to and that the Clintons would 
be mentioned as possible beneficiaries of illegal Madison activities, without 
any charge that they themselves had engaged in illegal activities. 

In addition to those sessions. Deputy Treasury Secretary Roger C. Altman, who 
also heads the RTC in the absence of a permanent nominee from the White House, 
told Congress last week that he had briefed Nussbaum and others at the White 
House recently on how the RTC would proceed with potential civil claims arising 
out of Madison's collapse. 

Gearan said the White House found out about the Bentsen action from news 
reports, but welcomed it. Asked. why Bentsen, not Clinton, had asked for the 
review, he said, "I don't speak for the secretary of the treasury. " 

The white House in its first months issued a general memo banning contacts 
between officials there and those in regulatory or investigatory agencies on 
specific subjects without approval by the White House counsel’s office and then 
only under certain circumstances . 

Following the controversy surrounding the White House handling of their 
firing of seven travel office aides last year, officials were warned in new 
memos and statsments from McLarty about contacts between them and investigatory 
agencies . 

Yesterday's memo, a senior official said, was not so much a new rule as "an 
effort to heighten sensitivity" to the issue. Clinton said, "I think now that 
there is an actual formal process underway, everyone will be much more 
sensitive." The McLarty memo, he said, is a way to "bend over backwards to avoid 
not only the fact but any appearance of impropriety.” 

Clinton said the numerous investigations into various aspects of Madison and 
Whitewater should "go forward unimpeded and as quickly as possible" and that the 
white House cannot interfere or take actions that create the appearance of 
interference . 
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"We don't need to have any implication that we are in any way trying to 
manage or affect this process," he said. "He are not. We must not. And I don't 
want the American people to give it a second thought . " 

The contacts gave Republicans in Congress further ammunition to press their 
demands that Altman, Hanson and other Treasury officials be made to explain 
their actions at public hearings. 

Sen. Alphonse M. D' Amato (R-N. Y. ) , ranking minority member of the Senate 
Banking Committee, said in an interview that "it is inconceivable" that Hanson 
would have briefed Nussbaum on the criminal referrals "on her own." Altman and 
Bentsen have said they didn't know about the earlier meetings. D’ Amato said "it 
cries out" for Hanson to be questioned by Congress about her role in the three 
briefings. D' Amato said 43 Republican senators have pledged to hold up the 
nomination of Ricki R. Tigert to head the Federal Deposit Insurance Corp. until 
the banking committee holds hearings on the briefings. 

Rep. Jim Leach (R-Iowa) , ranking minority member of the House Banking 
Committee, said in a statement that "all participants in these meetings should 
not only be sanctioned for their breach of the public trust, but they should be 
brought before Congress to provide full public disclosure of their actions and 
discussions . " 

McLarty's memo underscored the difficult position in which Nussbaum finds 
himself. Nussbaum has been at the center of many of the most criticized 
incidents of the Clinton administration, from the vetting of prospective 
nominees such as Kimba Wood and Lani Guinier to the firing of the White House 
travel office employees and the handling of the investigation into the suicide 
of deputy counsel Vincent Foster. 

Nussbaum has previously been combative in the face of criticism and withstood 
repeated calls from newspaper editorials and elsewhere for his resignation. But 
administration officials said yesterday that the former Wall Street litigator 
was shaken by the latest round of criticism. Asked how Nussbaum was holding up, 
one senior official said, "I don't think as well as other times." 

Nussbaum did not return telephone calls yesterday or Wednesday. 

Other administration sources said that Nussbaum' s wife, Toby, is "fed up" 
with Washington and what she sees as its unfair treatment of her husband. One 
official said that Nussbaum, even before the recent round of criticism over his 
contacts with Treasury officials, was seeking "peace with honor. I think he 
wants the timing to be right but I feel more and more now like he's had enough." 

At the White House, Nussbaum has few defenders among the senior staff, many 
of whom openly question his political judgment and believe he has damaged the 
administration. But Gearan said that Clinton "has confidence in Mr. Nussbaum, he 
believes he's made many important contributions to the administration," 
including the appointments of Attorney General Janet Reno, Supreme Court Justice 
Ruth Bader Ginsburg, and FBI Director Louis Freeh. 
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GRAPHIC: PHOTO, THE WHITE HOUSE HAS CONFIRMED THAT COUNSEL BERNARD NUSSBAUM, 
ABOVE, MET WITH HIGH-LEVEL TREASURY AIDES. 
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In the Senate, he's known as "Dr. No." In the House, it's simply 
"Stonewall." 

Now Bernard W. Nussbaum, formally known as White House counsel , the 
president's chief lawyer, is in the cross hairs of the gun sights of Congress 
and the press for his work as President Clinton's protector and 
Watergate- trained adviser. 

Whether for his involvement in the travel office controversy, the 
Whitewater-Madison affair, secret health care task force meetings, bungled 
justice Department nominations or the White House's efforts to block an 
extensive investigation of the death of Deputy Counsel Vincent W. Foster Jr., 

Mr. Nussbaum is hearing a growing chorus calling for his head: 

* Rep. Jim Leach, Iowa Republican, says Mr. Nussbaum has violated ethics 
rules by holding meetings with acting Resolution Trust Corp. head and Deputy 
Treasury Secretary Robert Altman about the RTC'a probe of a failed Arkansas 
savings and loan linked to the Clintons. 

Mr. Leach, who has a reputation as one of the least partisan members of 
Congress, has called on the Office of Government Ethics to investigate. 

* "The only honorable and politically sensible course is to remove (Mr. 

Nussbaum] from his office," the New York Times said in an editorial. 

* "Fire him," said Mark R. Levin, director of the Landmark Legal 
Foundation, a public interest group. 

* "Bernard Nussbaum, supposedly the ethical gatekeeper in the White House, 
has caused more problems than he's prevented," wrote Albert R. Hunt in 
yesterday's Wall Street Journal. "Mr. Nussbaum, a nice man and an able Wall 
Street lawyer, must be replaced. He's out of his depth at the White House." 

But Mr. Nussbaum isn't budging. 

"He's bulletproof, and that's because he's Hillary's friend," a senior 
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administration official said. 

First lady Hillary Rodham Clinton learned legal wrangling as a junior lawyer 
under Mr . Nussbaum when he was senior associate special counsel for the House 
Judiciary Committee's impeachment inquiry of President Nixon. 

"I don't hear anybody suggesting he should go,” another senior Clinton 
adviser said. "He's in no trouble.” 

Mr. Nussbaum's office was charged yesterday with writing White House ethics 
rules to deal with the unethical appearance of his meetings with government 
officials to discuss probes of Whitewater issues involving the Clintons. 

Mr. Nussbaum did not return a call to his office. 

How did the 55-year-old, cigar- chomping former New York lawyer become the 
target of so much criticism outside the White House? 

A wealthy corporate -takeover lawyer, Mr. Nussbaum campaigned for the 
counsel's job, throwing a party for the Arkansas delegation at the Democratic 
National Convention in 1992 and giving the Clintons advice on how to finesse the 
Gennifer Flowers contretemps. 

His champion was Mrs. Clinton. "They have a father-daughter relationship,” 
a White House adviser said. 

But since he arrived to take up residence on the second floor of the White 
House, the Harvard- educated litigator and patron of the exclusive Metropolitan 
Club lunchroom has been in the middle of many of the administration's blunders: 

* His review of several nominations failed to find the flaws that turned out 
to be fatal. He didn't uncover* Attorney General -designate Zoe Baird's failure 
to pay taxes on an illegal immigrant she hired as a nanny. And he didn't 
understand the killer impact of civil rights nominee Lani Guinier ' s written 
views on the law and the Constitution. 

* He was at a meeting where the FBI was pressed to approve and support a 
White House press release detailing a bureau investigation of the travel office. 

The White House later said that was improper. 

* He tried to divert congressional inquiry into Mrs. Clinton's secret 
health care task force meetings, arguing that the White House was being 
responsive to Capitol Hill requests. He liras rebuked by a federal judge who said 
the White House was stonewalling Congress. 

More recently, Mr. Nussbaum has been accused by the U.S. Park Police of 
interfering in the investigation of Mr. Foster's suicide, has been charged by 
Republicans with attempting to hide the salaries of White House aides and has 
stopped CIA Director R. James Woolsey from briefing Republican Senate Armed 
Services Committee members about Pentagon nominee Morton Halperin, raising 
charges of interference. 

His involvement in the Whitewater-Madison investigation and concerns that he 
is spending tax money to handle part of the Clinton defense against Whitewater 
charges have sparked the latest calls for ethics investigations. 
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"As the Watergate counsel he should have seen how stupid Nixon was. But it 
appears that Clinton has taken Nixon’s playbook and taken everything he learned 
to use it to this] advantage." a House Republican said. 

Alan Madison, an executive with the public relations firm Powell-Tate who 
has worked with the counsel's office, said the attacks on Mr. Nussbaum may be 
unfair. , 

"in that job, no one touts your successes because you are there to keep the 
president out of trouble," he said. 

But House Republicans say Mr. Nussbaum lied when he said in a letter that 
"no public funds" and "no White House staff members are acting as lawyers" for 
the Clintons in the Whitewater case "where there is no official nexus." 

That letter, provided to The Washington Times, was written Feb. 10 and 
followed three meetings Mr. Nussbaum and two other White House aides had with 
Mr. Altman to disctise^the RTC's probe of the Madison Guaranty Savings and 
Loan Association. 

House members who received the letter said it was meant to cover up 
Whitewater meetings at the White House and the work of the counsel's office to 
defend the Clintons against Whitewater charges. Rules prohibit the counsel from 
acting as a personal attorney for the president. 

Asked if Mr. Nussbaum was acting as Mr. Clinton's attorney on Whitewater 
issues, white House spokeswoman Dee Dee Myers said this week: "This is something 
that obviously involves the president, and therefore there are issues that you 
can't separate it completely from. He's the president.” 

She noted that the Clintons, have hired a private lawyer to handle their 
Whitewater defense. 

"Which one of them is telling the truth?" asks Rep. Jim Ross Light foot, 

Iowa Republican, referring to the apparent clash between Mr. Nussbaum' s 
suggestion he isn't handling Whitewater «Madison and Miss Myers' statement that 
he is involved. "Neither one." 

Another senior administration official said Mr. Nussbaum "is current with" 
the issues in the independent investigation of Whitewater and allegations that 
Madison improperly funneled money into Whitewater or Mr. Clinton's 
gubernatorial campaigns. The Clintons owned the Whitewater Development Corp., a 
northern Arkansaa^reaort firm, with Madison owner James B. McDougal and his 
wife, Susan. 


Mr. Leach said in a letter to the Office of Government Ethics that Mr. 

Nussbaum' s actions in accepting Mr. Altman's invitation for the meeting should 
be investigated. 

"The meeting might have had the effect of being prejudicial to the 
government's case in attempts to recover taxpayer losses related to the failure 
of Madison Guaranty, " Mr. Leach wrote. 

Madison's failure cost taxpayers $50 million. 
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"It stretches credulity" to accept the administration's version that the 
meeting was called only to discuss the statute of limitations for civil 
liability involved in the RTC investigation of Madison. Mr. Leach said. 

He added that Mr. Nussbaum's office has "taken on unprecedented dimensions 
that relate less to the office than the problems of the president." 

****BOX 


PRIVATE BRIEFINGS 

The White House said yesterday that contacts between President Clinton's 
staff and Resolution Trust Corp. workers investigating the Whitewater-Madison 
affair should not have occurred. A history of the White House-RTC meetings: 

LATE SEPTEMBER - White House Counsel Bernard W. Nussbaum meets with 
Treasury Deputy Counsel Jean Hanson to discuss the naming of President and 
Hillary Rodham Clinton in the RTC's probe of the failed Madison Guaranty 
Savings and Loan. 

LATE OCTOBER - An RTC-White House meeting includes Nussbaum; White House 
Communications Director Mark Gearan; Senior Adviser Bruce Lindsey; Hanson; Josh 
Steiner, now chief of staff to Treasury Secretary Lloyd Bentsen; and 
then-Bentsen spokesman Jack DeVore. 

EARLY FEBRUARY - A meeting called by acting RTC head and Deputy Treasury 
Secretary Roger C. Altman in Nussbaum's office includes Deputy Chief of Staff 
Harold Ickes and Margaret A. Williams, chief of staff for Mrs. Clinton. 

FEB. 10 - Nussbaum tells three House members in a letter that the only 
Whitewater- or Madison- related issues being handled by White House aides are 
congressional and media questions. 

FEB. 25 - Altman reveals in a Senate hearing that he held a meeting in 
early February at the White House to go over an RTC investigation of Madison 
Guaranty Savings and Loan. 

FEB. 26 - Altman recuses himself from RTC work on Madison or the Whitewater 
Development Corp. 

MONDAY - Senate Minority Leader Bob Dole demands congressional hearings into 
the meetings. 

TUESDAY - Sen. Alfonse D 'Amato, New York Republican, joins the call for 
congressional hearings. Rep. Jim Leach, Iowa Republican, calls for an ethics 
investigation, white House spokeswoman Dee Dee Myers says nothing improper 
occurred at the meetings. 

WEDNESDAY - The White House acknowledges that Nussbaum and Treasury 
officials met twice last year to discuss the RTC probe of Madison. 

YESTERDAY - The White House flip-flops and says that the meetings were 
improper . 

GRAPHIC: Photo (color) , Bernard Nussbaum ,- Box, PRIVATE BRIEFINGS, By The 
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Forty- three Republican senators yesterday vowed to block the confirmation of 
Ricki R. Tigert to head the Federal Deposit Insurance Corp. (FDIC) unless the 
Democratic congressional leadership calls hearings about the propriety of 
meetings between Deputy Treasury Secretary Roger C. Altman and White House 
Counsel Bernard Nussbaum to discuss the Whitewater-Madison investigation. 

The 43 senators set out their threat in a letter to the Senate leadership. 

"You're asking for big, big trouble and showing some stunningly bad judgment 
when you start mixing politics with law enforcement , " Senate Minority Leader Bob 
Dole said of the Nussbaum- Altman meetings. 

As Whitewater charge and countercharge escalated across Capitol Hill, 

Treasury Secretary Lloyd Bentsen asked the independent Office of Government 
Ethics to investigate the meetings. Mr. Bentsen said the probe should 
determine whether ethics rules were broken when the Resolution Trust Corp. 

(RTC) investigation of Madison Guaranty Savings and Loan Association, owned by 
former Clinton business partner James B. McDougal, was discussed. 

The call for an ethics probe came minutes after the White House issued its 
first rules governing meetings between its officials and federal agencies 
looking into Madison and the failed Whitewater Development Corp., which was 
owned by the Clintons, Mr. McDougal and his wife, Susan. Mr. Nussbaum wrote 
the rules. 

"I'm concerned about it," President Clinton told reporters yesterday 
morning. "Nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly influence any government action. But I think it would 
be better if the meetings and conversations hadn't occurred." 

Mr. Clinton "should get rid of Nussbaum, " House Minority Whip Newt Gingrich 
said. "This White House is getting a bunker mentality, and that can only make 
matters worse . " 

Rep. Henry B. Gonzalez, Texas Democrat and chairman of the House Banking 
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Committee, has resisted OOP calls for an independent probe of the 
Whitewater-Madison affair but agreed to hold an RTC oversight hearing March 24. 

Sen. Alfonse M. D' Amato, New York Republican, who has called for Senate 
hearings, said: "The American people deserve to have confidence that the RTC 
conducts its business in an independent and impartial fashion." 

Mr. D' Amato threatened to block legislation to streamline regulation of the 
banking industry until it is rewritten to protect the banking agencies from 
political interference by Clinton "cronies." 

At issue are three meetings between White House and Treasury officials to 
discuss Whitewater-Madison issues: 

* A meeting in late September between Mr. Nussbaum and Deputy Treasury 
Counsel Jean Hanson to discuss the naming of the Clintons in the RTC' s probe of 
Madison. 

Federal regulators closed Madison in 1989 at a cost of $50 million. 

* A RTC meeting at the White House in October that included Mr. Nussbaum; 

White House Communications Director Mark Gearan; senior presidential adviser 
Bruce Lindsey; Ms. Hanson; Jack Devore, who was Mr. Bentsen's spokesman; and 
Josh Steiner, Mr. Bentsen's current chief of staff. 

* A meeting early last month requested by Mr. Altman in Mr. Nussbaum 1 s 
office that included Harold Ickes,- deputy White House chief of staff, and 
Margaret A. Williams, first lady Hillary Rodham Clinton's chief of staff. 

Mr. Altman disclosed the February meeting at a Senate hearing late last 
month. The Washington Post reported the 1993 meetings yesterday. 

"To my knowledge there were no other meetings involving Mr. Altman or Ms. 

Hanson and the white House," Treasury spokesman Howard Schloss said. 

Spokesmen for the RTC and the FDZC said no other meetings have occurred 
between their officials and White House staff. 

The White House said the meetings were held to discuss how to answer 
congressional and media questions about the Whitewater-Madison affair. 

Earlier this week. White House spokeswoman Dee Dee Myers said the meetings 
were not improper. 

She and Mr. Gearan also suggested that the issue was being hyped by 
Republicans. "There's a lot of politics going on," Mr. Gearan said. 

But Mr. Clinton's statement condemning the meetings - and the newspaper and 
television coverage of them - suggests the white House now believes they were 
inproper . 

"We don't need to have any implication that we are in any way trying to 
manage or affect this process. We are not. We must not. And I don't want the 
American people to give it a second thought," said Mr. Clinton, whom aides 
described as "angry" that his administration was caught in an ethics 
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controversy. 

To offset the appearance of impropriety, White House Chief of Staff Thomas 
F. "Mack" McLarty issued ethics rules crafted by Mr. Nussbaum, whose actions 
prompted Mr. Clinton to seek the new rules. 

Issued throughout the White House, Treasury Department and other agencies 
late yesterday, the rules memo said: 

"Any contact from an executive branch or independent agency regarding 
Madison Guaranty, Whitewater or related matters should be directed promptly to 
the deputy counsel, who is charged with reviewing such contacts and determining 
whether they should be directed to the president's or first lady's personal 
attorney or addressed by the White House. In addition, no contact by the White 
House with executive branch or independent agencies regarding these matters 
should be made without prior authorization from the deputy counsel." 

It was not clear why the ethics rules weren't issued when Mr. Clinton took 
office. It is common practice for a new administration to reissue ethics rules 
left by the past administration. 

C. Boyden Gray, the Bush administration's counsel, said he left ethics 
rules that would have clearly prohibited meetings like the ones between Treasury 
officials and Mr. Nussbaum. 

"We had a rule that you couldn't discuss any investigation with an 
independent agency," Mr. Gray said. 

But Mr. Bentsen's call for an Office of Government Ethics (OGE) 
investigation may have little effect because White House ethics rules are 
written by the White House counsel's office, and most of the OGE rulings deal 
with the financial affairs of government workers. 

Furthermore, the ethics rules usually do not cover the White House counsel's 
office, a Bush administration lawyer said. 

Nevertheless, Mr. Bentsen said an investigation should help clear up 
questions of wrongdoing. 

"I have confidence in the Treasury officials, but to ensure that all ethical 
guidelines were followed, I have instructed the matter be referred to the Office 
of Government Ethics for a thorough review, " he said. 

A Bush administration ethics lawyer said the meetings were improper because 
they alerted the Clintons that they were named in the RTC probe of Madison. 

"It has the effect to tip the White House off that there was a criminal 
investigation. You tip people off, and evidence has a tendency of disappearing, 
a la shredding," the lawyer said. 

* Paul M. Rodriguez and Michael Hedges contributed to this report. 

**** PHOTOS /BOX 
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The following high-level White House and Treasury Department employees were 
involved in meetings to brief the White House on Resolution Trust Corp . ’ s 
investigation of the Whitewater Development Corp. and the failed Madison 
Guaranty Savings and Loan. 

WHITE HOUSE COUNSEL 

BERNARD W. NUSSBAUM: Hillary Rodham Clinton served with him when he was 
senior associate special counsel for the House Judiciary Committee impeachment 
inquiry regarding President Nixon. Since coming to the White House, the former 
New York lawyer has been involved in "Travelgate, " Whitewater and bungled 
Justice Department nominations, among other incidents. 

TREASURY DEPARTMENT COUNSEL JEAN HANSON: She is a lawyer who has been with 
the New York City firm of Fried, Frank, Harris, Shriver and Jacobson since 1976. 

She was not politically active, but Robert H. Mundheim, U.S. secretary of the 
Treasury in the Carter administration and previously co-chairman of Fried, 

Frank, suggested that she apply for the job. 

WHITE HOUSE COMMUNICATIONS DIRECTOR MARK GEARAN: He served as press 
secretary for Michael Dukakis' presidential campaign and senior adviser for 
Clinton's presidential campaign. 

SENIOR CLINTON ADVISER BRUCE LINDSEY: Clinton's longtime friend and one-time 
law partner has been assigned to answer questions about the ongoing 
Whitewater-Madison affair. 

JOSH STEINER, CHIEF OF STAFF TO 

TREASURY SECRETARY LLOYD BENTSEN: 

He came to Washington from the New York Public Library where he was the top 
aide to Timothy Healy, the library president and longtime Georgetown university 
president. Clinton graduated from Georgetown. Steiner's predecessor at the 
library was George Stephanopoulos . 

JACK DEVORE, FORMER -SPOKESMAN FOR BENTSEN: Served as the former Texas 
senator's spokesman for 21 years. Left the administration in the fall to work 
in private consulting. 

DEPUTY TREASURY SECRETARY ROGER C. ALTMAN: Also is acting head of the 
Resolution Trust Corp. 

DEPUTY CHIEF OF STAFF HAROLD ICKBS: Ickes, a New York lawyer, met Clinton 
more than 20 years ago in the anti -Vietnam War movement. He engineered 
Clinton's New York primary win and managed the New York Democratic convention 
that nominated Clinton. 

MARGARET A. WILLIAMS, CHIEF OF STAFF TO HILLARY RODHAM CLINTON: She has 
been associated with the first lady since 1984, when she was communications 
director at the Children's Defense Fund. She served as press deputy for the 
Democratic National Committee and was Clinton's 1992 presidential campaign. 

GRAPHIC: Photo, President Clinton is "concerned" about the ethics 
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HEADLINE: It's not 'appearances, 1 Mr. President, it's conflict 
BODY 


"As nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly influence any government action, " said Bill Clinton 
yesterday, bobbing and weaving his way around the most recent break in the 
Whitewater levies. Mr. Clinton apologized for the naughty "appearances" and 
assured the nation that his staff from now on "will be much more sensitive." 

Pretending the affair was all wrapped up, Mr. Clinton said, "I don't think 
there will be further problems . " 

The president can certainly hope. But the problems he already has are not 
about to go away. Nor are these problems about mere "appearances." The 
president admitted yesterday that senior Treasury Department officials have been 
having pow-wows with top White House officials. Discussed was the progress of 
the Resolution Trust Corp.'s investigation into the failed Arkansas Savings and 
Loan tied to the Clinton's land dealings. These Treasury officials are involved 
in the running of the RTC, an independent agency that is currently without a 
head. As revealed yesterday in The Washington Post, Treasury's general counsel, 

Jean Hanson, passed on confidential information about the RTC's criminal 
referral on Madison Guaranty Savings & Loan. In the referral the RTC asked 
the justice Department to investigate criminal wrongdoing at Madison, and named 
the Clintons as objects for inquiry (without actually accusing them of 
wrongdoing) . 

This would be bad enough if it weren't for the fact that the details were 
related to Bernard Nussbaum, the White House counsel. This is the same Mr. 

Nussbaum who has been accused of being involved in some sort of Whitewater 
coverup; the same Mr. Nussbaum who secretly removed Whitewater files from the 
white House office of Vince Foster before they could be discovered by FBI agents 
investigating Mr. Foster's death; the same Mr. Nussbaum who recently met with 
deputy Treasury secretary and acting RTC chief Roger Altman for a Madison 
Guaranty update . 

Mr. Altman has already admitted that that meeting - at which Jean Hanson 
was also present -showed "bad judgment, " and has recused himself from any other 
Whitewater matters. But the interest of the attendance roster does not stop 
there. Mr. Altman's meeting with the Clinton team included not only Mr. 

Nussbaum but also deputy chief of staff Harold Ickes and Hillary Clinton's top 
aide, Margaret Williams. Ms. Williams is no stranger to Whitewater funny 
business. As The Washington Times' Jerry Seper first reported, she was another 
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Clinton staffer in on the Foster files search after his death. 

Nor was this meeting some kind of isolated indiscretion. Feeding the White 
House inside information on the Whitewater investigation was a recurring 
practice at Treasury, involving the repeated involvement of several of the 
department's key political officials. 

As much as the White House may try, no one is buying the argument that this 
sort of insider legal trading is just a matter of "appearances" of the sort Mr. 
Clinton has promised to rectify. What matters is behavior. The behavior of 
Clinton administration officials, both in the White House and at Treasury, calls 
for thorough investigation. No doubt special Whitewater counsel Robert Fiske 
Jr. will look into this fiasco. But if 12 years of precedent about the 
threshold of executive branch misconduct required for Congress to take notice 
has any meaning, there is need for the congressional investigation being 
demanded by Republicans in both houses. The fear of tough questioning in front 
of a Capitol Hill panel is just what would have made Mr. Altman and his 
assistants think twice before jumping into the Whitewater quagmire. The 
Democrats 1 persistent abdication of their investigative and oversight 
responsibilities when it comes to questions of Mr. Clinton's behavior has 
emboldened administration officials to engage in actions that reek of coverup. 
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To: Pater E. KnighttOGRtRTCDC, 

Cc: Grace P. Morgan 6OGR0RTCDC , Steve S. PrimroseOOGRORTCDC 

Janet M. Mart in#OGR#RTCDC, Denise LindseytOGRORTCDC 
Carol ObrienOOGRtRTCDC 


l. j: 

From: Catherine A. GlabachOOGRORTCDC 

Subject: WHITEWATER NEWS - CBS 

Date: Thursday, January 27, 1994 16:02:59 EST 

Attach: 

Certify: N 

Forwarded by: Peter E. Knight 90GR9RTCDC 


Contents by: Peter E. Knight COGRtRTCDC 

Forwarded to: Stephen J. KatsanosfConlRTCDC 

Ellen B. Ku DtaCLega 1 -set RTCDC 

willian c. Collishaw#Legal-ra#RTCDC 

Janes R. DudineOOper-invORTCDC 

Consents : 

FYI 


— — - — [Original Message] 

I SPOKE TO CASEY A LITTLE WHILE AGO. SHE THOUGHT YOU MIGHT WANT TO KNOW THAT 
CBS'S PROGRAM "EYE ON AMERICA" ON THE DAN RATHER/ CONNIE CHUNG NEWS PROGRAM 
f"*ANNEL 9, AT 6:00 OR 6:30) WILL BE AIRING A STORY EXPLAINING THE WHITEWATER 
1 ESTIGATION AND PRESIDENT'S INVOLVEMENT TONIGHT. 


THANKS 
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To: 

c 


Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Stephen J. Katsanos#Comm#RTCDC 
Felisa M. Neuringer#Comm#RTCDC 
Michael W. Fulwider#Comm#RTCDC 
Mark Gabrellian#Legal-pl@#RTCDC 
April A. Breslaw#Legal-pls#RTCDC 
James J. Igo§Legal-pls#RTCDC 
Tom Murray# Invest igations@RTCDEN 

Terry S. Arbit#Legal-pls§RTCDC 
ABC News 

Wednesday, February 16, 1994 11:23:36 EST 
N 

Mark GabrellianCLegal-plsiRTCDC 


Comments by: Mark Gabrellian§Legal-pls§RTCDC 

Forwarded to: Thomas L. Hindes#Legal-pls#RTCDC 

Ellen B. Kulka#Legal-sc#RTCDC 
Comments : 

FYI • Involvement of the Pillsbury firm will become known sooner or 
later since they are starting to make appearances (eg, through 
contacts with lawyers for the Rose Law Firm, etc.)* The firm is 
drafting a memo for distribution (after my review) to its attys on 
the case, re-asserting the RTC's policy re press contacts. 


— — [Original Message] — — 

I just received a call from an Aram Roston of ABC News/World News 
Tonight. He said he was aware that I was "assisting the Kansas City Office in 
the professional liability investigation of Madison Guaranty," and he wanted 
to ask me a few questions. I told him that I could not comment to him, and 
offered to give him the names and phone numbers of the folks in our press 
office. He said that he already knows Steve Kateenos and talks to him 
regularly. Despite my telling him that I could not comment, he said he wanted 
to ask me about the hiring of a San Francisco law firm to handle this matter. 

I told him that I could not comment on the hiring of law firms, and that he 
should contact the RTC press office with his questions. He gave me his number 
(212-456-2400) in New York, though he said he was in DC today. I told him 
that I would inform our communications office of his call. He did not 
indicate how he had gotten my name. 


15000 



To: 


\ 


2658 


r 


See: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Stephen J. KatsanosCCommtRTCDC 
Felisa M. Neur ingerf ConmiRTCDC 
Michael If. FulviderCComCRTCDC 
Mark GabrellianCLegal-plsfRTCDC 
April A. BreslawfLegal-plsfRTCDC 
James J. IgoSLegal-plsSRTCDC 
Ton MurraytlnvestigationsSRTCDEN 

Terry S. ArbitCLegal-plsfRTCDC 
ABC News 

Wednesday , February 16, 1994 11:23:36 EST 
N 

Stephen J. KatsanostCommiRTCDC 


Consents by: Stephen J. Katsanos§Conm§RTCDC 

Forwarded to: , Ellen B. KulkaSLegal-scSRTCDC 

Comments: 

This is FYI. The reporter is the same one I mentioned to you 
concerning his request for an interview. 


— — [Original Message] 

I just received a call from an Aram Boston of ABC News/World News 
1.. tight. He said he was aware that I was Assisting the Kansas City Office in 
the professional liability investigation of Madison Guaranty ," and he wanted 
to ask ms a few questions. I told him that 1 could not comment to him, and 
offered to give him the names and phone numbers of the folks in our press 
office. He said that he already knows Steve Katsanos and talks to him 
regularly. Despite my telling him that I could not comment, he said he wanted 
to ask me about the hiring of a San Francisco law firm to handle this matter. 

I told him that I could not comment on the hiring of law fins, and that he 
should contact the RTC press office with his questions. He gave me his number 
(212-456-2400) in New York, though he said be was in DC today. I told him 
that I would inf on our communications office of his call. He did hot 
indicate how he had gotten ay name. 
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To: 

Cc: 

Bcc: 

F* *>n: 

: ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. KulkaBLegal-scfRTCDC 

John E. RyanfCEOtRTCDC , Peter E. KnighttOGRBRTCDC 

Stephen J. KatsanostConntRTCDC 
Bentsen/Kadison 

Thursday, February 17, 1994 9:48:09 EST 

N 


I thought you should Know (if you have not been notified) that the FOIA office 
is preparing to release a letter we found last week from Secretary Bentsen 
relating to Madison. The letter is a routine constituent-related natter. 
However, this letter has been sought by the Washington Post, LA Tines and ABC. 

When they read it, they should deternine it is not newsworthy . However, a 
consent might be sought. 


ISCBZ 


89-180 95-16 
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To: Ellen B. Kulka§Legal-sc@RTCDC 

Thomas L. Hindes§Legal-pls@RTCDC 

Cm John E. RyangCEO§RTCDC, Stephen J. Katsanos§Comm§RTCDC 


i ,m: Peter E. Knight § ogr§rtcdc 

Subject: Pillsbury, Madison 

Date: Thursday, February 17, 1994 10:06:51 EST 

Attach: 

Certify: N 

Forwarded by: 


We have received a request for confirmation of the item in this morning's 
Washington Post that we have retained Pillsbury Madison for work relating to 
Madison Guaranty. The request came from Senator Riegle's staff. 

please advise 


15033 
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To: 

cc: 

Bcc : 

r m: 
i ject: 

Date: 

Attach: 
Certify: 
Forwarded toy: 


Ellen B. KulkafLegal-scBRTCDC 


Stephen J. KateanosfConnBRTCDC 
Thursday, February 17, 1994 16:52:15 EST 
Y 


Ellen — 

Two items: 

ABC World News claims that in their conversation with Roger Altman, he (Roger) 
said you can talk with them if you want to tout he **cannot force you." 

The reporter claims Roger indicated you could clear up any misunderstanding 
about his (Roger's) asking you if you would brief the President's outside 
counsel on RTC's activities/ findings with respect to Madison/ the Rose Law 
Firm. I think you and Roger ought to talk about this one. Ms. Hanson 
probably ought to be consulted, too. The reporter has been told she actually 
carried the message and response. My thoughts, for what they are worth: your 

client, or his intermediary, is in the best position to explain what he meant. 

However, I don't think he should have engaged in this conversation. ABC 
apparently agreed not to use what he told them. They will feel that agreement 
is honored if the story is confirmed by someone else. 


Second item: Howard Cox's Rose Law Firm report, as mentioned in today's 

Washington Times. The Post and Newsweek want copies, comments, please 
advise! 
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To: 

Cc: 


L : 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Peter E. Knight 80GR8RTCDC 
Ellen B. Kulka§Legal-sc8RTCDC 
Arthur J. Kusinski8Ethics8RTCDC 
Carol Obrien£OGR8RTCDC 

Donald L. RosholtGEthicsQRTCDC 
Altman Recusal List 

Friday, February 18, 1994 11:54:48 EST 
N 


Ellen Kulka and the Treasury Department do not want Mr. Altman's Recusal List 
released with the D' Amato letter until Mr. Altman has been made aware of this 
and doesn't have a problem with it. Treasury will get back to Art or me ASAP 
once they have an opportunity to discuss this with him. Please hold off on 
your memo until then. Thanks! 


i5035 



To: 

Cc: 

Bcc: 

w jject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. Kulka§ Legal -sc GRTCDC 
Wilma H. LekaniLegal-sciRTCDC 

Thomas L. Hindes§Legal-pls§RTCDC 
Altman recusal 

Tuesday, March l f 1994 15:34:26 EST 
P: \tlh\vp\memos\altman.rec 
N 


You asked me yesterday to try my hand at a memo to PLS attorneys and 
investigations, informing them of the Altman recusal on Madison. Attached is 
a draft of a first cut at this. It is attached as a WP document and Wilma 
can print it as well as do any editing you desire. Let me know what more you 
would like me to do on this project. Thanks. 
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INTEROFFICE MEMORANDUM 
RTC LEGAL DIVISION 


RESOLUTION TRUST CORPORATION 
801 17TH STREET, NW 
WASHINGTON, DC 20434-0001 


PRIVILEGED AMD CONFIDENTIAL 

ATTORNEY WORK 


MEMORANDUM TO: 


FROM: 


SUBJECT: 


DATE: 


PROFESSIONAL LIABILITY ATTORNEYS AND STAFF 


OFFICE OF INVESTIGATIONS PERSONNEL 


Ellen B. Kulka 
General Counsel 

Madison Guaranty — Recusal of Interim CEO 

Roger Altman 

March 1, 1994 


On February 25, 1994, RTC Interim CEO Roger Altman announced that 
he was recusing himself from all further involvement in matters 
relating to Madison Guaranty Savings & Loan Association ("Madison") 
of Little Rock, Arkansas. This recusal should be interpreted very 
broadly. In the event you are dealing with any legal or 
investigative matter which does or may involve Madison, however 
peripherally, you should, assume that this recusal is applicable and 
take appropriate steps to ensure that information regarding this 
matter is not transmitted in any fashion that might come to Mr. 
Altman's attention. In case of doubt whether a particular matter 
is affected by the recusal or is being transmitted in a way that 
could cause it to be distributed to Mr. Altman, you should consult 
your immediate supervisor for guidance. 

As you all know, the work RTC is performing with respect to Madison 
— and in all professional liability cases and investigations — is 
of the highest sensitivity and importance. I would like to stress 
this point and underscore the responsibility each of you shares to 
ensure that our efforts in this area are conducted with the utmost 
professionalism. One of the keystones of this professionalism must 
be the protection of the confidential and privileged nature of 
information developed in these investigations. We simply cannot 
tolerate unauthorized release of information regarding professional 
liability matters. The risk of damage to the reputations of 
innocent persons or prejudice to the effective pursuit of our 
claims is too great. I know that I can count on each of you to 
remain diligent in your observance of these vital professional and 
ethical obligations. 


15037 


cc: John E. Ryan 
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To: 

Cc: 

*"ZZ 

a: 

t ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. Kulka§Legal-sc§RTCDC 
dir, , Peter E. Knight ®OGR§RTCDC 

Arthur J. Kusinski#Ethics§RTCDC 

Leach letter of March 1 

Thursday, March 3, 1994 16:54:06 EST 

N 


I told you this norning that someone on the Hill had asked for all our ethics 
publications — regs, policies, directives, etc., but I couldn't remember who 
it was. It was Senator D'Amato's office, not Leach. 

Leach in fact has the wrong regs. The regulations he cites in his letter of 
March 1 are the old RTC ethics regulations which have since been supplanted by 
the new OGE regs and the revised supplemental RTC regulations. 

Also, Peter Knight asked me to double-check with you about my talking toTreasury 
about the Leach letter in light of the fact that Altman is now recused from 
Madison G. matters. I don't see how this would affect our coordinating who is 
going to be answering the letter, but as a courtesty to Peter, I said I would 
check with you. 

Finally, Peter asked that we, RTC, prepare a response to the Leach letter in 
case we need to have one. That's no problem. However, in assembling a 
r ponse, what Mr. Altman told the Senate Banking Committee last Thursday 

not be enough for us to opine on the appropriateness of his meeting at the 
White House (on the other hand, it may be — we're getting the transcripts 
from Peter) . But if it isn't, the possibility arises that we may have to ask 
Mr. Altman for more information. about this meeting. I realize how sensitive 
this may be if it comes to that, and you need to be thinking about what we do 
under such circumstances . We will do nothing, of course, without first 
clearing with you and getting your direction. 

Art 


13338 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan§CEO@RTCDC, Ellen B. Kulka@Legal-sc£RTCDC 
James M. Barker @ Legal- sc 6RTCDC 

Peter E. Knight @OGR§RTCDC, Jack N. Buckley GOES 6RTCDC 

April A. BreslawGLegal-plsGRTCDC 

Gregg H.S. Golden@Legal-lit@RTCDC 

James J. IgoGLegal-plsORTCDC 

Terry S. Arbit§Legal-pls§RTCDC 

Steve S. Primrose§OGR@RTCDC 

Wilma H. Lekan@Legal-sc§RTCDC 

Sharon D. Hume § Legal- sc GRTCDC 

Margaret L. LunsfordGLegal-scGRTCDC 

Mary D. Hopkins§Legal-lit§RTCDC 

Meg J. Kruse@CEO@RTCDC 


Thomas L. Hindes§Legal-pls§RTCDC 
Tuesday , March 8, 1994 11:00:16 EST 
Y 


Interim CEO Roger Altman has forwarded to the RTC a copy of a Grand Jury 
subpoena he received, requiring the production of certain specified 
documents. The nature of the request is such that the recipients of this e- 
mail are believed to be the only persons at the RTC who might be in 
r session of responsive documents. To summarize, the subpoena requires the 
eduction of documents "referring or relating to any contacts, meetings or 
conversations about or regarding Madison Guaranty. V . held between or among" 
White House or Hillary Rodham Clinton staff and Treasury or RTC employees; 

In short, they are looking for /documents that in any way discuss or refer to 
meetings that may have been he id between White House personnel and anyone 
from DOT or RTC. The most obvious — and the only known examples of any such 
documents — would be certain "Q & A" materials prepared in connection with 
the Senate Banking Hearing on February 24. We do not intend to limit our 
search to those "Qs & As", however, and if anyone has any knowledge of other 
responsive documents, interpreting the request in the broadest possible 
terms, please let me or Jim Barker know ASAP. If you have any questions 
about the interpretation of this request, again call Jim or myself. If you 
think there might be anyone else who should receive this request — the 
recipients are people who participated in some fashion in preparing the 
Senate testimony and the Q & A responses — please let me know. 

The return date on the subpoena is Thursday morning, March 10, and we need to 
pull our documents together very quickly. Margaret Lunsford is going to 
collect and organize this data, and I would request that you place any 
responsive documents in your possession in a file folder and deliver them to 
Margaret. Her office is in the General Counsel's suite, 10th floor, 801 
17th. Please try to complete this process by the end of the day. If for 
some reason you cannot complete this task by the end of the day, please so 
inform me. Thank you. 


15039 



Ellen B. Kulka§Legal-sc§RTCDC 


To: 

Cc: 

Bcc: 

] m: 
i. ,ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Stephen J. Katsanos§Comm§RTCDC 
ABC 

Wednesday, March 9, 1994 12:14:03 EST 
N 


ABC plans to run their story tonight regarding the alleged request to you from 
Roger Altman to brief the President's private lawyers on Madison related 
matters. I mentioned to you earlier that the reporter on this claims that ABC 
has spoken with Altman on this on a "background" basis and claims to have been 
told by Roger that you could "clear up any misunderstanding" about what he 
intended regarding this alleged request. ABC now claims that they have this 
request confirmed by another source and will run with the story tonight. They 
would like to interview you on this. However, absent agreement to an 
interview, they will say that you, through a spokesman, said that Altman, the 
CEO, is your client and as such any conversations are protected by attorney 
client privilege. I told them I would prefer they not use that phrasing and 
suggested instead that they say you believe as general counsel you feel any 
conversations you may have with RTC officials relate to the RTC's business and 
would be inappropriate for you to discuss with the press. They prefer the 
attorney/client privilege soundbite 

: ' you would like to talk with them, now is the time. Arim Rosten is at 
h -7300. I would like to know if you call. If you want me to try for 
another response, let me know. I have suggested, as I have in the past, that 
if they believe such a conversation took place, the person to talk to to 
properly understand intent is the one who allegedly made the request, Roger 
Altman. 


V 




■fc 
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To: 


Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio§INVEST-l§RTCKC 
Julie F. Yarida 0 LEGAL-PLS @ RTCKC 
James R. Dudine§Oper-inv§RTCDC 
Tom Murray§Investigations§RTCDEN 
Thomas L. Hindes§Legal-pls§RTCDC 

Mark Gabrellian§Legal-pls§RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 9:46:25 EST 

N 

Mark Gabrellian@Legal-pls@RTCDC 


Forwarded to: Ellen B. Kulka§Legal-sc§RTCDC 

cc: 

Comments by: Mark Gabrellian§Legal-pls§RTCDC 

Comments: 

For your information 

[Original Message] — 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations of Madison Guaranty Savings and Loan Association and its related 
Cities ("Madison Guaranty") the same documents identified in the federal 
*nd jury subpeona served upon, among others, the Deputy Secretary of the 
Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal rafarrals mada by tha Raaolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can be readily compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs possession by that date with an 
indication that more will follow, please contact me so that we may advise the 
Independent Counsel and proceed accordingly. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 
Therefore, I would ask that you document the instructions transmitted to your 
ffs and the process and progress of the search and transmit the same to 
me. 

Finally, I should note that some have already responded to this 
production request and I do not, by transmittal of this memorandum, suggest 
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that those responses be duplicated. You should, however, indicate in your 
due diligence memorandums that which has already been compiled and 
transmitted by your staffs. The criminal referrals themselves, of course, 
b«ve been transmitted to the Department of Justice and the work papers had 
viously been subpeoned and reviewed. For the time being, I believe we can 
Uuid off on making a copy of the work papers until we confer further with the 
Independent Counsel's office. 

I thank you and your staffs for cheir cooperation. Please feel free 
to call me should you have any questions. 


15092 



2670 


To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan@CEO@RTCDC 
Ellen B. Kulka@Legal-sc@RTCDC 
Stephen J. Katsanos§Comm@RTCDC 
Peter E. Knight § ogr§rtcdc 
W illiam C. Collishaw§Legal-ra§RTCDC 
James M. Barker§Legal-sc§RTCDC 
Nark P. Hileman§Legal-lit§RTCDC 
Thomas L. Hindes@Legal-pls@RTCDC 

Mark Gabrellian§Legal-pls§RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

N 

Sharon D. Hume§ Legal -sc §RTCDC 


Comments by: Ellen B. Kulka§Legal-sc@RTCDC 

Forwarded to: James M. Barker @Legal-sc6RTCDC 

Margaret L. Lunsford6Legal-sc§RTCDC 

Wilma H. Lekan§Legal-sc@RTCDC 

Sharon D . Hume§Legal-sc§RTCDC 

Cheryl D. King§Legal-sc§RTCDC 

Comments : 

Please tell me by the end of the day if you have any documents that 
are responsive to the attached E-Mail. 


[Original Message] 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ("Madison Guaranty") the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrals made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
l ien on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 





request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 

* ref ore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
to contact me should you have any questions. 
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To: 


Cc: 

Bcc: 

From: 

Sub j ect : 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan§CEO@RTCDC 
Ellen B. Kulka@Legal-sc@RTCDC 
Stephen J. Katsanos§Comm§RTCDC 
Peter E. Knight§OGR@RTCDC 
William C. Collishaw§Legal-ra§RTCDC 
James M. Barker§Legal-sc§RTCDC 
Mark P. Hileman§Legal-lit@RTCDC 
Thomas L. Hindes§Legal-pls@RTCDC 

Mark Gabrellian@Legal-pls@RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

Y 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ( N Madison Guaranty**) the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
c pile and forward to my attention any and all documents (whether typed, 
h. ..d-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrals, made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings 6 Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
gat m« whatever such documents may sxist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 
request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 
Therefore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
t contact me should you have any questions. 
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To: 

Cc: 

1 : 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by : 


Ellen B. Ku lka 8 Lega 1 - s c §RTCDC 
John C. Binkley §Legal-ra§RTCDC 
Peter E. Knight §OGR§RTCDC 

Arthur J. Kusinski@Ethics§RTCDC 
Release of Altman Recusal Memo 
Thursday, May 5, 1994 10:21:06 EOT 

N 


Ellen — FYI, yesterday we released to the Hill the memorandum I sent to 
Mr. Altman in February advising him that he was under no legal obligation to 
recuse himself on the Madison/Whitewater matters because of his relationship 
to the Prseident. This was done only after clearance by Treasury and, we 
understand, Mr. Altman's personal OK. We also coordinated and cleared it with 
Jack Binkley and Peter Knight (who actually sent the letter to the Hill) . 

I'm comfortable with the release. The memorandum is correct on the law and 
was cleared by OGE. And, it was written with the knowledge that it would 
someday be requested by the Hill. 

Art 
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American Banker 
June 21. 1994 




i star 


STATEMENT ON WASHINGTON. D.C. INVESTIGATIONS 


The Washington, D.C. Office of the Independent Counsel 
has completed two separate investigations: 

(1) An investigation to determine whether the cause of 
the death of Vincent W. Foster, Jr. was a suicide or a homicide, 
and if it was a suicide, .whether any matter related to the 
Clintons' involvement in the Whitewater Development Company 
("Whitewater"), Madison Guaranty Savings and Loan ("Madison 
Guaranty") or Capital Management Services ("CMS") played any role 
in his death; and 

(2) An investigation to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
arising out of a series of meetings and other contacts between 
White House and Treasury Department officials from September 1993 
through March 1994. 

A third investigation, to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
involving the handling of Mr. Foster's documents in the White House 
immediately following his death, is in its final stages and should 
be completed shortly. 

We announce today the results of the two completed 
investigations. We are satisfied that all of the issues involved 
in these investigations have been fully and thoroughly 
investigated. In total, attorneys from this Office and agents of 
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the Federal Bureau of Investigation ("FBI") questioned 188 persons 
and reviewed and analyzed thousands of documents . Other 
investigative steps were also undertaken. 

I am extremely grateful for the commitment and effort of 
the lawyers on my staff in Washington; Roderick C. Lankier, Mark J. 
Stein and Carl J. Stich, Jr., and the FBI agents who have worked 
with us, which has enabled us to conduct and complete these two 
investigations in a period of less than four months. 


The___Foster_^?eath Investigation 

At this time, we are issuing a complete report on the 
death of Vincent Foster. This report concludes that on July 20, 
1993, Mr. Foster committed suicide in Fort Marcy Park, Fairfax 
County, Virginia. The report lists a number of factors that may 
have contributed to his suicide, and finds no evidence that matters 
relating to Whitewater, Madison Guaranty or CMS played any role in 
his death. The investigation into Mr. Foster's death was not a 
grand jury investigation. It consisted of interviews by attorneys 
and FBI agents working with this Office, and of extensive forensic 
and pathological laboratory analyses. Accordingly, there are no 
grand jury secrecy restrictions on the public issuance of a full 
report, and we are making public such a report at this time.* We 

Rule 6(e) of the Federal Rules of Criminal Procedure 
provides, in relevant part, "(2) A grand juror, an interpreter, a 
stenographer, an operator of a recording device, a typist who 
transcribes recorded testimony, an attorney for the government, or 
any person to whom disclosure is made [pursuant to a specified 
exception] shall not disclose matters occurring before the grand 
jury, except as otherwise provided for in these rules. ... A 
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will submit a copy of this report to the division of the Court of 
Appeals for the District of Columbia referred to in Title 28, 
United States Code, Section 49, as part of the report required by 
Title 28, Code of Federal Regulations, Section 600.2(b) (1) . 

White House/Treasurv Contacts Investigation 

On February 24, 1994 Deputy Treasury Secretary Roger 
Altman disclosed in testimony before the Senate Banking Committee 
that he and Treasury General Counsel Jean Hanson had met with 
members of the White House staff on the subject of the Resolution 
Trust Corporation's ("RTC's") investigation of Madison Guaranty 
Savings & Loan ("Madison Guaranty") . In the days and weeks that 
followed that testimony, disclosures were made about additional 
meetings and contacts that occurred from September 1993 through 
February 1994 between Treasury representatives and White House 
staff on the subject, of Madison Guaranty. Following these 
disclosures. Members of Congress, the press and other individuals 
raised questions about what occurred at these meetings and whether 
there was any attempt by members of the Administration to 
improperly influence the RTC investigation. 

As a result of these disclosures and the issues that 
arose from them, this Office conducted a grand jury investigation 
to determine whether any Government official did anything during or 
following these contacts that amounted to obstruction of justice 


knowing violation of Rule 6 may be punished as a contempt of 
court . " 

3 
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under the federal criminal laws. 

The purpose of this investigation was to determine 

whether the evidence established that any of those contacts, viewed 

individually or collectively, amounted to a violation of law by 

anyone involved. A total of more than twenty different contacts, 

either face-to-face meetings or telephone conversations, were 

investigated. The investigation focused on whether in the course 

of any of these contacts, any individual obstructed justice, 

attempted to obstruct justice, or conspired with others to obstruct 

justice, as defined in Title 18, United States Code, Section 1505. 

That section provides, in pertinent part: j 

Whoever corruptly . . . influences, obstructs,! or 

impedes or endeavors to influence, obstruct, or 
impede the due and proper administration of the law 
under which any pending proceeding is being had 
before any department or agency of the United 
States . . . [slhall be fined not more than $5,000 
or imprisoned not more than five years, or both. 

After a review of all the evidence, we have concluded 
that the evidence is insufficient to establish that anyone within 
the White House or the Department of the Treasury acted with the 
intent to corruptly influence an RTC investigation. Therefore, the 
evidence of the events surrounding the contacts between the White 
House and the Treasury Department does not justify the prosecution 
of anyone for a violation of Section 1505. We have also concluded 
that the evidence does not justify a criminal prosecution for 
violation of any other federal statute. 

Because this investigation was conducted almost entirely 
through the use of a federal grand jury sitting in the District of 
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Columbia, we are precluded by Rule 6(e) of the Federal Rules of 
Criminal Procedure from publicly disclosing anything more than the 
results of the investigation. We will submit a full report of this 
investigation to the Division of the Court of Appeals for the 
District of Columbia referred to in Title 28, United States Code, 
Section 49, pursuant to Title 28, Code of Federal Regulations, 
Section 600.2(b) (1) . 

In reaching this conclusion, this Office is not 
determining anything other than that the evidence does not justify 
a criminal prosecution. We express no opinion on the propriety of 
these meetings or whether anything that occurred at these meetings 
constitutes a breach of ethical rules or standards. Prior to the 
issuance of our grand jury subpoenas, Secretary of the Treasury 
Lloyd M. Bentsen, Jr. had asked the Office of Government Ethics 
("OGE") to conduct an investigation into these meetings. That 
investigation was suspended, at our request, when we began our 
investigation. We have advised Secretary Bentsen that we have 
completed our investigation, and we understand that the OGE 
investigation will now go forward. 


June 30, 1994 



5 


15102 



2680 




COMMITTEE ON 1ANKING, HOUSING, AND US IAN AFFAIRS 
SEMIANNUAL REPORT OF THE ETC THRIFT PROTECTION BOARD 
FEBRUARY 24, 19M 

questions*?® Senator bond -for the record 

ISSUES RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

E • KuAKOl FXXC end ETC PtonduM. Mr. Altman, Tha FDIC and RFC have a stated duty tn 
each receivership and conservatorship and to tha taxpayer* to maximize recoveries from 
any viable source, including dinrctucvanduffiixn* accountants, legal counsel appraisers* 
and insura nce po licies covering their professional conduct As 1 understand it, both the 
FDIC and RFC conduct an investigation into every institution in its caseload to 
determine potential civil reco ve r i es and whether criminal conduct contributed to a 
failure. Moreover, an investigator will conduct a preliminary review of financial records* 
end then will submit a poet-oosing report within 90-days of the failure of the institution. 
The purpose of the report is to determine which potential claims can be terminated and 
which merit further investigative resources. If termination is recommended* written 
reasons for the terminatinn must be given and approved. If a recommendation to sue 
is made* the investigator must prepare an "authority to sue” memorandum. A referral 
is then anada to relevant agency* such as tha US Attorney for the Department of Justice. 

Was IMs the procedure followed by the KIC with regard to Madison Guaranty? 


Ate these referrals maintained as records at the RFC? If so* will you authorize 
the release of these nwmorandums to this Committee? What records wil you provide 
to this Co mmi tte e and und« what circumstances? I would like you to provide * legal 
opi n ion for tha record describing fully tha jurisdiction of tha Committee with regard to 
RFC records* such as criminal referrals? Foe example* are dm special waivers available 
for the committee of jurisdiction? Alee* hew do the rights of the private citizen differ 
from thoee of the committee for purposes of reviewing documents? How could release 
of the criminel r e fer rals prejudice an ongoing investigation? Does the White House or 
any ampkyem of the White House or the Clintons have co p ie s of the criminal referrals? 
If so* how were thase referrals obtained? 

2. ETCs Ralatioaship with the Department of Justice* Mr. Altman 1 understand that 
NwuAiA-' jtponai me offices originate and refer the “authority to sue" weauuiaiiUum tv* in 
general US Attorneys working for the Department of Justice. I assume that specific 
Justice attorneys week thereafter in conjunction with the RFC attorneys on particular 
\ cases. MsfverthelssA the Madison case resulted in 2 asperate referrals. Assuming that 

\ the RFC and Justice work together dosely on referrals* how did 2 referrals come about 

In the Madison case? 
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How common it it for RTC headquarters staff in Washington to review and make 
a deter m i n a ti o n on a referral? 

What it the KTCs procedure on referrals when a prominent public figure is 
mentioned in a referral? Docs the procedure differ from other referrals? Has the 
Madison Guaranty referral been handled differently from other referrals? In what way? 

j\ l-bv\( 2 _A- Who is the White House liaison an the Madison Guaranty issues? Has this liaison 
or any other White House staff made any special requests concerning the Madison 
Cuaranty probe? 

{E Other RTC Referral Issues. Mr. Altman, it appears that Ihe first criminal referral in 

the Madison Guaranty probe was initiated in the fall of 1992. Apparently without any 
discussion with Justice concerning the first criminal referral, the RTC then sent another 
team of investigators to Little Rock in January of 1993 to mote fully examine the issues 
surrounding Madison Guaranty. By October, 1993, die RTC had drafted on expanded 
referraL 

Is this normally how referrals are handled? I am particularly troubled by the fact 
dun it took over a year for the RTC in receive a official response on the initial criminal 
referraL Alto, is it normal RTC practice to send additional investigators for further 
Investigation on a matter be fo re hearing the status of the first referral? In particular, 
were there special factors which warranted an additional Investigation? If so, what were 
these factors? 


I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandumi In the Madison Guaranty probe. By this I 
mean, I would Hkt the dates of all referrals and responses to these referrals, including 
the names of all Justice and KlC employees involved. V these issues are considered 
confidential how so? Also, how could release of this information prejudice an ongoing 
Investigation? 

|(mM Justice Memo - Criminal Investigation Unwarranted. Mr. Altman, a March 19, 1993 
memo hoot the criminal division of Justice apparently concluded that the Initial RTC 
criminal rofenal on the Madison Guaranty probe "did not appear to warrant initiation 
of criminal invaatigrton." How was this decision made in terms of the decisionmaking 

procedure and the underlying legal theory? Who is respo nsible for communicating these 
decisions? 




5. Document Inventory. Mr Altman, I would like a complete copy of the current 
inventory of all documents relevant to the Madison Guaranty and Whitewater probe. 
I would also Uke a list of all prior document inventor!** and data* of these inventories. 
I would also like a list of where all documents were obtained from and when? This 
Information may be provided confidentially to the c o m mi tte e. If you refuse to provide 
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-ivzrm Servos" Bctvb 


QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is ihe seeming lack of coordination between 
the RTC and the Department of Justice. 


© 

€r.tCa.vvu»- 
T- 'U.i 


In March of 1992. the New Y ork Times reports on the 
Whitewater/Madison situation with allegations of sweetheart deals 
In return (or lenient regulatory treatment, and the iseue suddenly 
became part of die 1992 Presidential campaign. RTC then sends a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 


Is this an accurate portayal of the reaaon/reasona that the RTC 
became involved again in the Madison case? If not, whet did occur? Who 
mads the decision to begin investigation of Madison? Did the RTC regional 
office notify the national office, or the Department of Justice that they 
were opening a potential case against Madison? If so who was informed? 


(~T) .. in September 1998 regional RTC forwards a criminal complaint 

>T\ dealing with Madison Guranty to the Depart of Justice. According to 

!= ^\A>Lo- press reports the local federal attorney in Little Reek is concerned 

-r- t-W\.de£ that because Bid Clinton is included in the referral, that the 

decision to pursue the case should be made in Washington. He sonde 
an urgent letter on October 7, 1998 asking for assistance. 

Are the press reports accurate? Please provide a copy of that 
letter for the record. 


& 

B.\ OdW. 
T. vw\des 


Then Attorney General Barr is apparently concerned that pursuing 
the case one month before the election will look as if the Justice 
Department was being politicized, and so sends the referral to 
career people with DOJ with instructions that it be treated no 
different than any other referral. 
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is this the RTC's understanding of events? 


understanding? 


If not, what is your 


EttCuiKOc March 1993 the DOJ reports their recommendation that no action 


T. k',ACk2£ 


is "warranted", referral and recommendation then forwarded to the 
new Federal attorney in Little Rock Paula Casey. 


Meanwhile, the RTC has decided to send Investigators back to Little 
Rock In Jan of 1993, and they begin working on second, broader 
referral. 


Is this description of the chronology correct? If not. whet did 
occur? 



In September of 1993 the KC regional office of the RTC, now again 
concerned that their referral will mention the President's name - 
not to accuse him of any specific crime, but noting he may have 
benefited from Crimea that had been committed, asks the national 
office for assistance in determining whether the President's name 
is to be part of the referral. 


M+WvO/v, Mr Ataman has testified that he knew nothing of this request. Who in 
the National office was aware of the request, end who then made the 
decision to not inform the acting director of the RTC ol the 
request.? 


t!) - The new referral Is sent to DOJ, and arrives in Little Rock a short 

time before Little Rock federal prosecutor Paula Casey finally 
' makes a dedeion on the original RTC referral - saying she 

\ VliYxi^S "concurs” that no further action Is •warranted*. But she doesn't 
act on the second referral. 

Is this accurate? Specifically note for the record when the second 
(Oct 1993) referral was sent, to whom, and when it was received. 
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In addtion, pieaae help the Committee understand: 


43) .was there any communication from the field or regional office re. 
-p i, lv status of the first (Sept 92:) referral? Did tnay ask the national 
Qff^ | 0r assistance in moving the process along? If so who asked 
"T whom? What was Washington's response? it posswe, pieaae 

provide copies of all correspondence relating to moving the referral 
along. 




t , l6u-lkjft- 

nodes' 


•Did Washington follow up by contacting the Department of 
Justice? If so, who contacted who? What was the response, and 
who was it from? Again please provide any correspondence 
pertaining to this issue. 


< 3 > 

t. XuA-KP- 
T.VAtwdeS 


•Did RTC officials contact the Little Rock attorney’s office to chock 
on tne status of the referral? It so who made the contacts end 
when? And what was the response? And who was It from ? Again 
please provide any correspondence pertaining lo this issue. 


_ 

Er. VLudVix 
T- Ui rxdeii 


•What Is the standard operating procedure when the field seeks 
answers on referrals? is it SOP that the RTC would not hear for a 
year me status of their referral? la It SOP that white waiting, the 
RTC field office would send additional investigators to continue 
digging - and then send up an expanded referral, even before nearing 
on the first? 


(u) •Specifically, who decided to send RTC Investigators back to Little 

_ . ^ Rock In January at 1tt3? Was Wa sh i ngton informed? Old local or 

*=• Ki>A*a- regional office ask pendesion to procead. givan that no ameers had 
t- u been forthcoming horn Justice on the first referral? Was Justice 

' • informed ol this action? It so. who wee informed and whan? 

Aged pieaae provide any correspondence pertaining to this issue. 


<S> 

•£r.V.u.ua>. 


•What was the reason for the dadaion to sand personnel beck to 
little Rock in January IMS? Whet happanod between Sep t em ber 
1992 when the RTC sent up Its criminal referral, and January when 
they sent investigators back to little Rock? 


T. HtaACS , Wm 0^ RTC — either local, regional or D.O. Informed of the March 

\3> £• Km. WO h. 


T i-Hindes 
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MEETING CALLED^UNUSUAL 


Examiner of S.& L. in Arkansas 
Says Statute of Limitations 
Was Topic of Discussion 


By STEPHEN LABATON 
u Th« Nr> Y<at TIm 

WASHINGTON. Feb. 24 - In a sur- 
prising admission, the head of a Fed- 
eral agency examining the failure of an 
Arkansas savings and loan at the cen- 
ter of tha inquiry into the Clintons’ real 
estate investments said he held a brief- 
ing v p weeks ago for aenior White 
Houv ,.des cn the agency’s progress. 

Deputy Treasury Secretary Roger C. 
Altman, who is also the acting head of 
the Resolution Trust Corporation, ac- 
knowledged today under questioning 
by Republicans on the Senate Banking 
Committee that he had met with the 
White House counsel, Bernard W. 
Nussbaum, the deputy chief of staff. 
Harold M. I ekes, and Hillary Rodham 
Clinton’s chief of staff, Margaret A. 
Williams. 

Mr. Altman said he had held the 
unusual briefing to tell the White House 
staff members that the examination 
into the savings asso c ia t i on . Madison 
Guaranty, had been running up against 
a statute of limitations problem- and 
that the agency would soon be deciding 
whether it should proceed. Madison 
was owned by James B. McDougal and 
his wife, Susan, the Clintons' partners 
In the real estate venture, known as 
Whitewater Development. - 

Were Politics Involved? 

The meeting was unusual because 
the Resolution Trust Corporation iaan 
Independent regulatory agency whose 
lawyers are supposed to operate 


the briefing was attended by 
advisers to the Clintons, 
selves the subject of the 


Republicans immediately potnted to 
the briefing as evidence that the White 
House has been controlling inquiries 
into Madison and Whitewater. Repre- 
sentative Jim Leach, Republican of 
Iowa, said that the meeting was “thor- 
oughly unseemly" and that It under- 
mined “the credibility of the regula- 
tory process.” 

“Nothing could be more inappropri- 
ate," said Mr. Leach, the ranking Re- 
publican on the House Banking Com- 
mittee. "The Resolution Trust Corpo- 


Continued on Page A16. Column I 
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Winners and a Sore Loser 

Zhang Yanmei of China stalked from the podium in protest at the 
Winter Olympics as Cathy Turner, left, and Amy Peterson of the 
United States celebrated their gold and bronze medals. Page B7. 


An Information Detour 

Jr • ■ - 

Bell Atlantic Deal's Demise Shows Industry 
Won't Invest Without Clear Vision ct Profit 


By STEVE LOHK t 


For all the talk and the high-tech 
visions of 500 channels, interactive 
television, movies or libraries sum- 
moned at the tap of a button, the real 
vision behind the Bel Atlantic-T.C.I. 

merger pian was profit 
And the agreement col- 
lapsed because, after the 
deal makers looked hard 
at the financial markets 
and tighter Government curbs on cable 
television rates, the dollars and cents 
no longer seemed to add up. 

The coming together of television, 
telecommunications and computer 
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But Administration’s Prop( 
Fails to Satisfy Business c 
Arms Control Advocates 


technologies at som^tffheTn the future 
has become popularly known as the 
information highway — an evocative 
image, but a flawed one. The more apt 
metaphor, some suggest, would be a 
railroad. 

The Source of Funds 
Government built the highways, but 
private industry built the railroads 
Like the railroads, the new electronic 
technology must be paid for and pro- 
vided by business, where the decisions 
are swayed by shifts in the market 
place, corporate politics and Govern- 
ment regulations. 

With the Bell Atlantic Corporation's 
$33 billion purchase of Tele-Communi- 
cations Inc. now shelved, the pace of 
progress toward the new information 
technologies may well be slowed — or 
at least not be driven by the telephone 
and -cable TV combinations that were 
viewed as the corporate engines of the 
| high-tech future 
, The Bell Atlantic-T.C.I. merger. , 
I when it was announced in October, I 
| served as a siren call for media mdus- 1 
| tries. It showed that, however uncer- j 
tain, two huge companies and a pair of 
I well-known executives. Raymond W.l 
I Smith of Bell Atlantic and John C.j 
I Malone of Tele-Commumcauons Inc.., 
i > were willing to make a big financial bet ! 


By THOMAS L. FRIEDMAN 

Specif Y«r» Tlmn 

WASHINGTON. Feb. 24 - The 
ton Administration today propose 
first major overhaul of Amenca 
port controls since the cold war. a 
to ease the sale abroad of ma 
tools, telecommunications equif 
and other devices that had bee 
stricted because they could be u 
make sophisticated weapons of 
destruction. 

Clinton Administration official 
the legislation to rewrite the 19T 
port Administration Act, which e: 
in June, is intended to balanc 
Administration's commitment ti 
proliferation with its desire to pr 
and increase American exports. . 
mg force in the economic recove 

But the proposed legislation sa 
neither the business community, 
foupd it still too restrictive com 
with other countries' export law 
the arms control community, 
said it would open the floodgat 
rogue regimes to acquire ad\ 
wea pons-making technology. L« 
business groups said they would ( 
ue to support compel mg propos; 

The introduction of the expo 
trol legislation was coupled v 
Commerce Department announc 
that it was further relaxing resir 
on the sale abroad of powerful ci 
ers, making high-speed man 
computers widely available for 
to all but a few outlaw countne 
fulfills part of the President’s c< 
ment last September to reform 
ed export controls on computer 
Supercomputers Redefine. 

The Commerce Department 
tains rigorous safeguards an the 
of all supercomputers. But tt 
revised its definition of a sup 
puter from a machine that can p 
195 million theoretical operatic 
second, or mtops. to one that c 
form 1,500. Mtops is a measure » 
puter performance created by tl 
emmeni Any computer unde 
mtops — which is most high-pt 
ance computers — can now b 
easily sold abroad 

Administration officials said t 
ing of restrictions on computer < 
alone had the potential to unleai 
$30 billion in computer sales 
The rewriting of the overall 
control law, if passed, would adi 
figure, by opening the way fo 
American exports of certain a.: 

Continued on Page AI0. Colu- 


Interest Rate Jittc 


Charlie Buchanan watches out from his spot near Granu Central. 


Stock markets from Europe 
York slid on fears that An 
interest rates will continue 
despite the Federal Rese" 
tempts to cao them. The vie. 
year bonds leapt to an eigh 
high, while the Dow fell 51 "• 
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New York AIDS Panel Encourat 


t Passers-By 

first in 1988 or '89. 
; would be a grow- 
patience with the 
presence of dirty 
Deople. Over time 
turned to apathy 
not just here but in 
lelDhia. and other 


ing business hours. In San Francis- 
co. where the sheer number of 
homeless was strangling the down- 
town, even liberals agreed to push 
them out of sight and mind. In 
Miami, a homeless enclave burned 
its bavside shantytown rather than 
watch the police np u down 
The homeless and their advo- 
cates fight back with the usual 


Many passers-by seem to have 
become numb. As the homeless 
crisis moves through a second dec- 
ade. New York has tens of thou- 
sands of street people and legions 
of beggars in midiown and lower 
Manhattan. 

“The sight of them generates a 
sense of the future verv much ai 
odds with the America i drear ' 


Doctors to Test Pregnant Wor 


By MIREYA NAVARRO 

A panel of New York State AIDS I Chassin said ihe studv couk. 
i advisers reiected a controversial pro- i debate over whether to test i 
iposal yesterday to identify newborn i and focus more attention or 
1 1 babies mat test positive for H.l V.. ing and testing as early as r 

am'd concern ^ mat it would *eooardire 1 tne Drenaiai period ' 


r- l 
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the writers system «u om of 

hit mm popular thorn— in the 1993 
campaign, and ha haa vowed to send 
Gongroes a UU this spring. He said it 
would expand training opportunities 


would ttpind training o pportune tet 

a MMIFIMI P—Al ■*. J* . f " Bui today, tta co«Hto. tad otw "?»>"« 

- ■ ■ — • The committee hearing today was documents lowing that F4UC. off!- 

r*i» should be srrmlwMth from both convened as a regular s e mi a nnual re- am were concerned about a possfofo M 

^SmVSom BrmxkXn^ Cm elewof the ReariStan Trust Corpora cm&bct. While a Roes firm's sector »**>••«* pn*r»«. 
grow. Them arojiro com Issues th at g^ W t!S^vi^5!!2 riJ^^ «et«^lng the Financing 

sfarndd be bawaett in appraprlain jjjgogfgtg over the investigation into LuounUng firm of Proat A^mpany, J* 

W- wit- Madison and the Rose law firm. Mr. HubbeU s father-in-law, Seth Ward, f* V 

■Rw Resotat lop Tnp Cor poration we<tCt the Federal Deposit In- was Involved in suits against Madison: ^!L!j^o^Sgf^?w >in * nctn * 

has been — miwkig whsther to bring » » . «« « carnoration. a sister « m | » « to jus* oega n a tne past mootfl. 

fraud char^s a^Lt any executives STSSSnfS^ S^SZS f JgSfl ggjl f^ASSr&!l 
or borr ow e r s c o nn a cta d with Madison, Mrs. Clinton's former law firm of any JETeddetoi^wi — ■ S 

or whether there were amr conflicts oi conflict of interest in connection with Sn.rSitf inner tnvSSta thU 

interest involving Mrs. Anton's for- hs work on Madison and then a g a inst hafrnaL^Mr Hubfartl mavor ■? C f, P T 

mer law firm, the Rose firm of Little the accountants. It is not dear whether !J 

Rock. Ark. iU the Resohitioo Trust agency came to 2S-2 ?t£^wSXSIttS 

In IMS. Madison was represented by the same conclusion. . ****** hi the Seth Ward matter. be paid for by offsetting cuts in other 

Mrs. CUnton before » state regulator 

who had bean s pp ol ^ dby her hus- 
band. After Madieon. foiled five yean 


Democrats over the investigation into account firm of Frost A Company, 


reform would 
cuts in other 


band. After Madison, failed five years 
ago, Federal regulamrs Hired Mrs. 
CUnton's law firm to sue the savings 
tait> n«tfata *« accountants. 

"I'd describe it as a heads up." Mr. 
Altman said of the moer i*. “That they 
should be aware of i. internal pro- 
cesses and the typaa oi criteria which 
the R.T.C. was gob* so be foilowtng in 
order to ranch a decision by February 

99 

Mr. Altman did not teH committee 
what particular aspect of the investiga- 
tion be bad diacusaad or what decision 
had been nude. MfchaBe Smith, a 
Treasury sp o ke swefo an . said after the 
P— fc<wg Committee hearing that the 
briefing was shout the statute of limita- 
tions for any claims of fraud or inten- 


recently extended the Matuteof bmiU- 
tions to main R posribfo for the new 
kafopemfont caunaah Investigating the 
Chmone 1 real estate I n ve stmen ts to 
have the ability to brfog charges. 


The counsel, Robert & Flaks Jr. is 
examining whether Madfoon Improper- 
ly ItmnaM any money Mfo Whitewater 
or awe Mr. CUnton's ca m p aign s while 
he was Governor of Ark— eat 
Mr. Altman said that ha had raouest- 
ed the White Home m ee tin g and that 
he saw nothing Inappropriate about it. 
He said H was the mm o k i n d of briefing 
that he had been p r oviding to members 


j 'rif ^rrfiTi 





What would they think of us? It is 
toully inappropriate and presents the 
worst of appearances. And these were 
not the CUnton's personal lawyers. 
They were Nuasbaum and lekes and 
Wilnams." 

In an interview late this afternoon. 
Mr. Ickes. who foods a White House 
team trying to control the political fall- 
out from the investigation, portrayed 
the meeting as a brief session to go 
over the impending deadline for the 
agency to file suits. 

“It was a very short meeting." he 
said after the committee hearing. “He 
came in. advised us of the status of the 
statute of limitation, and and left." Mr. 
Ickes said he saw nothing inappropri- 
ate about having the head of the Reso- 
lution Trust agency advise While 
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' By Albbt R. Kab 

Staff Reporter of Tim Weal. IttntilaBM al 

- WASHINGTON - The government’! 
savings- and- loan cleanup n agency sug- 
gested that the Rose Law Firm, where 
Hillary Rodham Clinton and several ad- 
ministration officials were partners, may 
have Improperly failed to disclose its deal- 
ings with a failed Arkansas thrift. 

The Resolution Trust Corp.’s contrac- 
tor-oversight office listed several instances 
when the firm didn’t disclose its past 
connections with Madison Guaranty Sav- 
ings St Loan to the RTC and to the Federal 
Deposit Insurance Corp. The FDIC took 
over Madison in early 1989, and the RTC 
Inherited the failed thrift when that agency 
was formed in August 1989. The FDIC and 
the RTC hired Rose to handle Madison-re- 
lated affairs after the thrift failed. 
■^TbORTC report was dated Feb. ST and 
made public after Sen. Alfonse D’ Amato of 
New Y the ranking Republican on the 
SenaU- ranking Committee, commented 
on It during a bearing on the RTC’i 
performance. 

In a separate report last week, the FDIC 
said It hadn’t found evidence that the Rose 
firm violated conflict-of-interest rules that 
were in force at the time. Testifying at the 
committee hearing yesterday, acting FDIC 
Chairman Andrew Hove said the agency’s 
rule* at the time covered only actual 
conflicts. "If we had dealt with the appear- 
ance of conflict, it is likely that the conclu- 
sion would have been different,” be said. 
RTC disclosure rules, as well as the cur- 
renLFDICones, are tougher than the old 


TTbe eootractor office said the report 
wa*. being, given to the RTCs general 
counsel for any "appropriate" action. The 
matter pro bably win be handled by an 
RTC-FDTC legal-conflicts committee.' That 
panel decides whether law firms that deal 
wltmitber agency should be barred from, 
further RTC or FDIC wort for violating the' 
agencies’ rules. — .•-■ 

Sat D’Amato and other GOP senators 
on the Ban king panel seized on yesterday’s 
hearing as an opportunity to raise ques- 
tion* about the involvement of President 
and Mrs. Clinton, other administration 
officials and the Roee firm In the swirling 
controversy over Madison and Whitewater 
Developm en t Corp.. a real-estate company 
the Clintons Invested in. Mr. D'Amato said 
the RTC did a better job oo the Rose Law 
Firm issue than the FDIC did in its re- 
port. 

Sen. Lauch Fair-cloth (R., N.C.). said 
the FDIC report sought to exonerate the 
Rose firm from serious conflicts involving 
Mrs. Clinton and Webster Hubbell, who 
was a Rose partner beading an FDIC case 
against Frost & Co.. Madison’s former 
accounting firm. Mr. Hubbell currently is 
the Justice Department’s third-ranking of- 
ficial. Sen. Fairdoth called the FDIC re- 
port “an eight-page plea of insanity," and 
Sen. D’Amato termed it "eight pages of 
sophomoric. legalistic mum bo jumbo” that 
don’t “hold water." 

The RTC report said that Rose didn’t 
disclose that it previously had represented 
Madison before the Arkansas Securities 
Department in the S&L’s attempt to gain 
approval for issuing stock and acting as a 
broker. The report also said that Rose 
didn’t disclose that it had used a Frost 
audit of Madison’s condition to support the 
stock-authorization request before the se- 
curities agency. Rose filed a lawsuit on 
behalf of the agencies against Frost for a 
"defective” audit that failed to detect that 
Madison was Insolvent, the RTC said. 

Rose also didn’t report that Seth Ward 
and Seth Ward n, Mr. Hubbell’s father-in- 
law and brother-in-law. respectively, had 
filed suits against Madison, the RTC said. 
It said the FDIC later learned of the 
matter, but an FDIC attorney decided 
there wasn’t a conflict. 

Sen. D'Amato wasn't fully satisfied 
with even the RTC report. He successfully 
pressed the FDIC’s Mr. Hove and Roger 
Altman, the deputy Treasury secretary 
and acting RTC chief executive, to agree to 
have the two regulatory agencies' inspec- 
tors general review how the agencies han- 
| died the Rose Law Firm issi:n. 

Mr. Altman, a longtime- <nend of the 


vg«- 

Clin toes, responded to a barrage of.GOP 
.questions about bow be tokl the RTOto 
handle the and any 

he has hid with the White House ofa the 
matter. He said repeatedly that hi*, in- 
structions were to follow "exactly identical 
procedures" to those used in any enforce- 
ment case. 

Mr. Altman said he Initiated the only 
meeting with White House officials early 
this month. He said be asked for the 
meeting with White House counsel Ber- 
nard W. Nussbaum and others after get- 
ting queries from members of Congress on 
how the RTC would handle the case. He 
said be thought the White House officials 
should be told that the statute of limita- 
tions on suing individuals involved ln the 
Madison failure was to run out on Feb. 28. 
and that the RTC would either seek to 
-extend the deadline or would file -any 
lawsuits by that date. Congress has ex- 
tended the statute for Madison and many 
other thrifts until the end of 1995. 

TtckOont 

Teck Corp. said it agreed to purchase 
about 11 million shares of Condnco Ltd. 
and a stake in a zinc mine from a subsidi- 
ary of MJ JL HfthHiiy Ltd. for a total of 
209 million Canadian dollars (USS156 mil- 
lion). 

The acquisition will raise Teck’s stake 
in Cominco, a Vancouver. British Colum- 
bia, base-metals producer, to 36% from 
22%. Teck. a Vancouver gold and 
baae-maials concern, said it will also dou- 
ble its interest In the Polaris zinc mine In 
the Canadian Arctic to 22.5%. M.LM. will 
continue to bold 6.9 million Cominco 
shares, or about 8.6% of the shares out 
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United States Senate 

COMMITTEE ON BANKING. HOUSING, ANO 
URBAN AFFAIRS 

WASHINGTON. OC 20610-4076 


February 18, 1994 


Mr. Roller Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

4 

Dear Mr. Altman: 


Please provide the following: 

1) A copy of any review that the RTC prepared, or had prepared, 
pertaining to potential conflicts-of-interest that may have existed in 
connection with the Hose Law Firm and Madison Guaranty; 

2) Copies of all recusal letters and ethics agreements entered into by 
Albert Casey and yourself. 

Please provide these materials as Boon as possible, and as they become 
available for delivery. If you have any questions regarding this request. Mr 
Nappi can be reached at (202) 224*3737. 


Sincerely, 



M. D'Amato 
Ranking Republican Member 


AMD:ab 
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tainted States Senate 

COMMlTTSS ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 

WASHINGTON. OC 20510-6079 


February 18, 1994 


Mr. Roger Altman 
President and 

Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

Please provide to my staff copies of all the documents pertaining to 
Madison Guaranty Savings and Loan ("Madison"), including all subsidiaries of 
Madison, that are currently in the possession, or subject to the control, of the 
Resolution Trust Corporation ("RTC"). In addition, please forward the names 
and titles of all RTC employees that are involved in any review or 
investigation of the Madison Guaranty matter. Should the RTC refuse to 
release any documents, please provide, in writing, a summary index of 
documents that the RTC refuses to provide as well as an explanation of the 
grounds alleged fbr that refusal. 

Please forward this information to Douglas Nappi, at the Senate 
Committee on Banking, Housing and Urban Affairs, 534 Dirksen, Washington 
DO 20610. Mr. Nappi can be reached at 202-224-1577. 

Thank you in advance fbr your assistance. 


AD:dn 


Sincerely. 


AlSmae M. D’Amato 
United States Senator 


\5 iU 
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Tha Honorable Roger Altman 
Interim CEO 

Resolution Trust Corporation 
801- 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

Enclosad la a self explanatory letter to Mr. Bernard Nussbaum et. 
al. As you know, in my letter of February 3 I had suggested that 
you recuse yourself from matters pertaining to Madison Guaranty 
Savings and Loan. 

Now, however, based upon your meeting with White House officials on 
this subject, presumably after receipt of my letter, you* 
resignation from all responsibilities at the RTC appears to be the 
only ethical option in* order. 



OFFICE OF GOVERNMENTAL RELATIONS 


Sincerely, 

Jams A. Leach 
Ranking Member 


Enclosure 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 

2129 RAYBURN HOUSE OFFICE BUIUMNG 
WASHINGTON. OC 20519-6060 

March 1 , 1994 


Mr. Barnard Nussbaum 
Counsal to tha Prasidant 
Tha Whita Housa 
Washington, D.C. 20500 


Mr. Staphan Potts 
Diractor 

Offlcs of Government Ethics 
1201 New York Avenue, H.W. 
Suita 500 

Washington, D.C. 20005-3917 

Ms. Jaan Hanson 
Gansral Counsel 
Roon 3000 

Department of tha Treasury 
Washington, D.C. 20220 

Hr. Art Kus Inski 
Chief Ethics officer 
Resolution Trust Corporation 
801- 17th Street, N.W. 
Washington, D.C. 20434 


Dear Messrs, and Madae: 



On February 3, 1994, X wrote to the Interim CEO of the Resolution 
Trust Corporation (RTC) , Mr. Roger Altman, asking that ha seek 
appropriate counsal as to whether he should recuse himself from 
matters regarding Madison Guaranty Savings and Loan. As X noted in 
my February 3 latter to Mr. Altman: "...it would appear ethically 
questionable for a political appointee of the Department of 
Treasury to make decisions for an independent federal agency when 
the President may be implicated in enforcement and civil actions. " 

On February 23 X received a lengthy response to my letter which 
ended with the following sentence: ”X trust this letter fully 
addresses your concerns" [see attached letters]. Regrettably, the 
letter did not fully address the concerns expressed in my letter of 
February 3. Moreover, it would appear that the concerns raised in 
my letter were confirmed when Mr. Altman testified last week before 
the Senate Banking Committee that he had entered discussions with 


15117 ‘ 
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Page 2 

March 1, 1994 


tha White Housa on natters affecting the President's potential 
personal liabilities. 

While it is dubiously credible to think Mr. Altaian vould have gone 
to the White House to discuss only the statute of limitations, in 
that a sere memo vould have sufficed, it bears noting again the 
irony that it was Mr. Altnan who on May 4, 1993, strongly 

reconnended by letter to the chairman of the House Banking 

Committee that the statute of limitations for civil lawsuits 

against S6L wrongdoers not be extended. 

Mr. Altman's meeting with White House staff concerning the RTC's 
actions in the Madison case is an ethical umbrage. Even though Mr. 
Altman has now decided it proper to recuse himself from the Madison 
case, the issue at hand is whether his conduct violated federal 
ethics guidelines or strictures, as promulgated by the RTC. These 
guidelines are listed under 12 CFR S 1605.7 and include the 

following: 

"No employee shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; ... 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; 
or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Also, 12 CFR S 1605.10 states that an RTC "employee say not, 
directly, or indirectly, use or allow the use of information which 
is obtained as a result of his or her RTC employment but which is 
not available to the general public in order to engage in any 
financial transaction or to further a private interest." 

In addition, another issue appears to be an abuse of the spirit of 
5 U.S.C 3348. In a technical sense, this statute allows the 
President to name a temporary agency head to fill a vacancy until 
a nominee is confirmed by the Senate. In the event a nominee is 
rejected by the Senate or his/her name is withdrawn, 5 U.S.C. 3348 
provides that the vacancy may be filled for not more than 120-days 
by an individual designated by the President. 

In the case of Mr. Altman's appointment as interim CEO of the RTC, 
we have a situation where a political appointee of the Treasury 
Department has served as the head of an independent agency for 
approximately 13 months. To some, this circumstance leaves the 
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Impression that Mr. Altman's term of office might have been 
intended to coincide with the running of the statute of limitations 
for civil lawsuits which could affect the White House. 

How that the statute of limitations has been extended, a skeptic 
might wonder if further legal machinations will occur as a means of 
maintaining Mr. Altman's tenure as interim CEO of the RTC. After 
all, no nominee to head the RTC has been formally presented to the 
Senate since Mr. Tate withdrew his name from consideration on 
November 30, when he complained of gross mismanagement at the RTC. 

Zt is ay judgement that the RTC has had its independence 
compromised and that it is no longer sufficient for Mr. Altman to 
recuse himself from the Madison case. It is all too apparent that 
his shadow looms large at the agency and that his immediate 
resignation from all responsibilities at the RTC would appear to be 
the only ethical option at this time. 

In addition, just as one party should not have requested the 
meeting, the other party should not have accepted it. In this 
regard, X hereby request a review of whether White House officials, 
Bernard Nussbaum, Margaret Williams, and Harold Ickes, violated any 
ethical guidelines. Here I would call your attention to the 

following White House guidelines: 

3 CFR S 100.735-4 General standards of conduct. 

” (c) In all circumstances employees shall conduct 
themselves so as to exemplify the highest standards of 
integrity. An employee shall avoid any action, whether 
or not specifically prohibited by this subpart, which 
night result in, or create the appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; 

(3) Impeding Government efficiency or economy; 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 

channels; or 

(6) Affecting adversely the confidence of the 

public in the integrity of the Government." 


3 CFR S 100.735-8 Conflicts of interest. 
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"(a) A conflict of lntarest may exist whenever an 
employee has a substantial or private interest in a 
setter which involves his duties and responsibilities as 
an employee. The maintenance of public confidence in 
Government clearly demands that an employee take no 
action which would constitute the use of his official 
position to advance his personal or private interest. It 
is equally important that each employee avoid becoming 
involved in situations which present the possibility, or 
even the appearance, that his official position might be 
used to his private advantage." 

3 CFR S 100.735-21 General conduct prejudicial to the 
Government. 

"An employee shall not engage in criminal, infamous, 
dishonest, immoral, or notoriously disgraceful conduct, 
or other conduct prejudicial to the Government." 

With regard to the second of the above citations, it would appear 
self-apparent that "personal or private interest” would apply to 
issues of individual job security or promotion. In addition, with 
regard to the third, the adjective "dishonest" would presumably 
apply to the issuance of statements of fact that prove untrue. 
Here, I bring to your attention, Mr. Nussbaum's February 10, 1994 
letter to Reps. Lightfoot, Wolf, and Istoak. I would also ask that 
the possibility be probed that the meeting might have had the 
effect of being "prejudicial" to the government's case in attempts 
to recover taxpayer losses related to the failure of Madison 
Guaranty. 

I would specifically request that the Office of Government Ethics 
and the Chief Ethics Officer of the White House, which I understand 
to be Mr. Nussbaum or his designee, formally review and provide me 
with a response as to whether the meeting between the three White 
House officials and Mr. Altman violated any guidelines of 
government ethics, regulations, or lav. In particular, there is an 
implicit appearance that public officials dealt with the private 
matters of the President. In this regard, I would hereby request 
a list of any individuals who participated or attended at any point 
in the discussions and from each any notes or recordings of the 
meeting or meetings at the White House or elsewhere on this matter. 

Please provide a full response to the issues raised in this letter 
regarding the White House as well as Mr. Altman by Monday, March 
21, 1994. Thank you for your time and consideration of this 

matter. 

Sincerely, 

Jamed^L. Leach 

Ranking Member 

cc: Mr. Roger Altman 

Interim CEO 

Resolution Trust Corporation 





2698 



GCNCRAL COUNSEL 


DEPARTMENT OF THE TREASURY 

WASHINGTON 


February 23, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
U.S., House of Representatives 
Washington, D.C. 20515-6050 

Dear Mr. Leach: 

In your letter to Deputy Secretary Altman of February 3, 1994, 
you asked him to seek advice from "Treasury's General Counsel and 
Ethics Office" as to whether he is obligated to recuse himself 
from decisions concerning the Resolution Trust Corporation's 
resolution of Madison Guaranty Savings and Loan Association. He 
has sought such advice from me and from ethics officials of the 
Resolution Trust Corporation and the Treasury Department. 

I understand you to express concern about the possibility that 
the Deputy Secretary might, as acting Chief Executive Officer of 
the Resolution Trust Corporation pursuant to the Vacancy Act, 5 
U.S.C. 3347, participate in RTC decisions as to whether there are 
civil claims for RTC to pursue arising from the failure of 
Madison Guaranty Savings and Loan Association and the expiration 
of statutes of limitation applicable to any such claims. Your 
concern seems to stem from the fact that decisions regarding 
those claims "may touch upon the President” who appointed the 
Deputy Secretary to his Treasury position. You asked the Deputy 
Secretary to seek advice from Treasury's General Counsel as to 
whether he is "obligated to recuse (himself) from any decisions 
concerning the resolution of Madison Guaranty." I have advised 
the Deputy Secretary that neither his appointment at Treasury nor 
his detail to the RTC creates such an obligation. 

Your letter suggests that the Deputy Secretary's participation in 
such decisions would be "structurally unseemly,” a conclusion 
apparently based on the fact that he was appointed by the 
President and confirmed for a position in a Cabinet department 
and is acting in a position in an Executive agency that is not 
such a department. However, the authority pursuant to which the 
Deputy Secretary is detailed to RTC duties was amended in 1988 
precisely so that any Executive agency, such as the RTC, and not 
just Cabinet departments, could continue to have Presidentially- 
appointed leadership when circumstances delay filling vacant 
positions. Pub.L. 100-398, S7(a) (1) and -(2), Aug. 17, 1988, 102 
Stat. 988. 
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You also suggest that a structural issue arises from RTC's 
"public law enforcement responsibilities/" that it would be 
improper for a Presidential appointee not confirmed for a 
position at the RTC to exercise those responsibilities. However, 
the RTC is not a "law enforcement" agency. Its responsibility to 
pursue civil claims owed to the institutions it takes over is not 
a "law enforcement" responsibility. In fact, RTC's claims 
collection responsibility is more analogous to the responsibility 
of the head of every Executive agency to collect claims of the 
United States that arise from the agency's activities or are 
referred to it. 31 U.S.C. 3711. The differences between the 
Deputy Secretary's claims collection responsibilities at Treasury 
and at the RTC raise no "structural" concern regarding his 
performance of those responsibilities at the RTC. 

Even if the RTC were in some special sense a "law enforcement” 
agency, which it is not, absent an exception in the Vacancy Act 
or another statutory provision creating an exception, the Vacancy 
Act authorizes filling vacant positions at any "Executive agency 
(other than the General Accounting Office)." The language of the 
Act does not distinguish among agencies based on the nature of 
their functions. Moreover, it would be incorrect to infer the 
existence of such distinctions. In the one instance of an 
exception created by the Vacancy Act, Congress has employed 
language that clearly achieves that objective. The Act expressly 
provides that its authority to detail Presidential appointees 
from other agencies d6es not apply to vacancies in the office of 
the Attorney General; neither the Vacancy Act nor any other law 
creates such an exception for the RTC. 

Finally, even if there were some basis for reading into the 
Vacancy Act a principle that only an official confirmed for a 
position in an agency with law enforcement responsibilities 
should be detailed to another such agency, the Deputy Secretary's 
position at Treasury would qualify, rather than disqualify him. 
Treasury has enormous criminal law enforcement responsibilities, 
as is amply demonstrated by the significant law enforcement 
jurisdictions of the Bureau of Alcohol, Tobacco and Firearms, the 
Customs Service, the Secret Service and the Internal Revenue 
Service. Each of those organizations reports through its chain 
of command to the Deputy Secretary of the Treasury. 

You also suggested that Deputy Secretary Altman consult ethics 
officials. He has done so. I am informed that' the RTC's Ethics 
Officer and Treasury's Designated Agency Ethics Official, in 
consultation with the Office of Government Ethics, have advised 
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the Deputy Secretary that he is under no legal obligation to 
recuse himself from matters at the RTC that "may touch upon the 
President. " 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2!29 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 2 25 15-5050 


February 2 , 1994 


Mr. Roger c. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, MW 
Washington, op 20434 

Dear Mr. Altman: 

I am in receipt of your February i, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems self -apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Mot only did James and Susan McOougal 
hold significant ownersnip interest in both entities (approximately 
two thircs in Madison ana one naif in Whitewater), but the other 
joint owners of Whitewater '3ill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo . ) 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not cniv from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed officer of the Treaeury 
Department also head an independent federal agency, the Resolution 
Trust corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Hr. Roger C. Altman 
Pag* 2 

February 3, 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year sir.ee the Adsinistraticn has been 
in office and it can oniy be described as structurally unseealy for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touen upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning ths resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the suoiecc of investigation, so it would 
appear ethically questioned* for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
prasidentially appointed official can oversee an investigation 
Involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
aopointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against S&L wrongdoers. As you pointed out in your most 
recent letter, this extension 'has afforded ths RTC an opportunity 
to investigats further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resuiting in substantial loss to ths 
institution.* 1 Given, however, the impending running of the statute 
of limitations for certain kinds cf actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XZ of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, l.otle Rock, Arkansas. As you know. 
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on Cecemser 9, 1993, I wrote rhe RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition tnat ar.e Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated overs ignt responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. on this 
matter, it is urged that you also consult with the Ethics office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 



JAL:g? 
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THE WM4TE MOUSE 

<VA3 r» l NOT O N 


February 10, 1994 


Dear Congressman Wolf: 

Thank you for your letter of January 1 1. which asks whether public tunas are being used to 
provide the President witn legal assistance related to issues surrounding Whitewater 
Development Corporation and the former Madison Guaranty Savings and Loan. 

As I am sun you realize, an investigation affecting a sitting President necessarily requires 
the official attention of the White House staff, including the Office of the Counsel to me 
President. For example, the White House has been called upon to respond to venous 
inquiries from members of Congress. Similarly, members of the press have made inquiries 
to (he White House. These inquiries have required responses from the White House, 
including legal judgments on matters affecting the office of President of die United States. 

As you know, however, the Pre si de nt and Mrs. Clinton ate represented personally by a 
private attorney. No public funds are being used to compensate that attorney. Furthermore, 
no White House staff members are acting as lawyers for the President and the First Lady 
where there is no official nexus. 

Thank you for your imerest in this matter. 



Bcfnani w Nussbsum 

Counsel to che President 


The Honorable Frank R. Wolf 
Member of Congress 
L\S. House of Representatives 
Washington. D.C. 20515 
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RTC 


atao Lunott rwuar com * at ton 


Nay 4, 1993 


Honorabla Hanry B. Gonzalaa RPCPiVc.-\ 

chairman * w.U 

committae on Banking, Finance 

and Urban Affairs MAY 4 i> ;J 

House of Representatives 

Washington, D.C. 20515 Corw «^on aarawy. 

... Ahe * 

Dear Hr. Chairman: 

Thank you for this opportunity to comment on the issue of 
extending the limitations period applicable to tort claims 
brought by the Resolution Trust corporation in its capacity as 
conservator or receiver of a failed insured depository 
institution. 

as you know, over a year ago the RTC generally supported 
Legislative efforts to extend this limitations period because its 
Professional Liability section (PIS) was feeing a peak number of 
institutions vhieh were closed in 1989 and for vhlch the federal 
limitations period would be expiring during 1992 and the first 
quarter of 1993. The limitations period expired during this time 
for 410 of the 752 thrifts under RTC control for PL3 purposes. 
The RTC. however, survived this critical period of time without 
missing a deadline. In fact, as of March 31, 1993, the RTC had 
T20 pending offensive lawsuits involving RTC claims filsd in 
174 institutions, as of the same data. 120 settlement agramnts 
have been executed, and 11 eases went to final judgment through 
trial. 

in addition, baginning laat autumn, the RTC has baan increasing 
FLS staff to meet the demands of its workload. The secretary of 
the Treasury, in hie eapeelty as chairman of the Thrift Depositor 
Protection oversight Board, has furthar committed to review end 
rec ommen d improvements in ths organization and staffing of FLS as 
part of his nine-point plan for the RTC, recently announced 
during his * ami-annual testimony before Congress, consequently, 
the RTC has no naed at this time either to revisit N elosed a 
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Honorable Henry B. Connies 

page a 

cilia* arising in institution* in which th* limitations period 
ha* expired or to extend the limitations period prospectively as 
the RTC will continue to asst all upcoaing deadlines. 

Please let me knew if you need any further information. 

sincerely, 

let. 

Roger C. lltaan 
Interim CXO 
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League of 
United Latin 
American Citizens 


MARIO G.OBLEDO 

Past National President 
PO. Box 1026 
Sacramento. CA 95812 
916/441-5000 


March 30, 1994 


Mr. Jay B. Stephens 

Private Attorney - Resolution Trust Corporation 
Office of General Counsel Ellen Kulka - RTC 
801 - 17th Street, N.W., Room 1025 
Washington, D.C. 20434 

Dear Mr. Stephens: 

It appears you nay have a possible conflict of interest in 
your position as an RTC attorney in the Madison Guaranty Savings 
and Loan case. 

In order to avoid any such appearance, and based on your 
integrity, you should resign your post. 

Sincerely, 

MARIO G. OBLEDO 


MGOsdw 

cc: Honorable George Stephanopoulos 

Honorable Harold Ickes, Jr. 
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Al D 1 Amato Release 


NEW YORK 


Cont acts: Washington * Frank Coleman » 202/224-6496 New York • Zonis Mucha » 212/736-3866 


FOR IMMEDIATE RELEASE i 
Tuesday, March 1, 1994 


CONTACT i Frank Coleman 
(202) 224-6498 


P'AHATQ BLASTS WHITE BOUSE 2SNSBOBB& OB gBCBBX ETC BMEFIHgg 
"PATTERN OP DECEPTION" CONTINUES IN KADISON/WHITBNATER AFFAIR 

WASHINGTON — U.S. Ssnator Alfonss D'Amato (R-NY) today called 
for Senate Banking Committee hearings into secret briefings 
provided by the head of Resolution Trust Corporation (RTC) for 
senior White House political staff about the agency's 
investigation of the Madison/Whitewater affair. 

D # Amato also charged that since the disclosure of the secret 
"heads up" was revealed at last Thursday's Banking Committee 
hearing, the White Bouse was continuing its pattern of deception 
by suggesting that the same briefings were provided to Congress 
and the press. 

"The White House has now compounded these shocking 
revelations by stating falsely that Congress and the media also 
received these briefings," D'Amato charged. "At the time this 
secret cabal was meeting at the White House, I was speaking out 
on the Senate floor about the RTC's failure to provide our 
Committee with any information about its activities on the 
Madison/Whitewater mess. And I have yet to encounter a reporter 
covering this story who says he or she was briefed by the RTC, 
let alone its acting CEO." 

D'Amato, senior Republican on the committee, added that the 
exposure of the secret briefings at a Banking Committee hearing 
proved that Democrats needed to end their "footdragging" over 
whether or not to hold hearings. 

"Only through a Congressional hearing did we learn of this 
very real threat to the integrity of the RTC's investigation," 
D'Amato pointed out. "We have a responsibility to the American 
people to fulfill our legitimate oversight function. 

"The Democratic members of this committee must understand 
the threat is not Congressional inquiry, but secret, high level 
off-the-record ' heads-up' meetings between top Administration 
officials and White House legal and political experts," the 
Senator stated. The secret briefing, described as a "heads-up" by 
acting RTC head Roger Altman was presented to White House Counsel 
Bernard Nusebaum, Deputy Chief of Staff Harold Ickes, Hillary 
Clinton's Chief of Staff Margaret Williams and Treasury General 
Counsel Jeon Hansen. 

Among the questions D'Amato said could be answered by a 
hearings Why does White HOuse Counsel Mr. Nussbaum need to be 
briefed on the RTC's inveetigation of Madison that does not 
involve the President in his official oapacity? And what about 
Mr. Ickes and Ms. Williams? Why in the world would these 
political operatives need to be briefed by a top agency official 
on an Investigation that has nothing to do with the Executive 
Office of the President? Were any confidential or non 
confidential RTC or law enforcement document* other materials 
used during the briefing? 


-fc022894- 
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NEWS 


(Bwu'&oV. 

U.S. SENATOR FOR KAN S AS 


FROM: 


SENATE REPUBLICAN LEADER 



FOR IMMEDIATE RELEASE 
Monday , February 28, 1994 


CONTACT 1 CLARKSON MINE 
(202) 224-S358 


ALTMAN CONFLICT 


Altman '» Whitewater-Hadison Revelation 
ffnder scores Need for Conoreealonal H earings 


Imagine thisi Ronald Reagan, as Governor of California, 
becomes a 50-50 partner in a real estate deal with th>e owner of a 
California savings and loan. The S6L goes under, is *ei2ed by 
federal regulators, and a series of criminal and civil 
investigations are initiated by federal regulators. 

Governor Reagan becomes president Reagan. He appoints a 
close personal friend and top campaign official, Jim Baker, to 
head the independent agency charged with overseeing the SSL 
industry and with bringing civil and criminal actions against S&L 
wrongdoers . 

Press reports suggest that the President may be 
indirectly implicated in a civil suit brought against the 
California S&L by the supposedly independent federal iagenoy. 

As the expiration date for the civil statute of limitations 
approaches, Mr. Baker meets at the white House with Bd Meeee, 

Mike Deaver, and other White House political officials to discuss 
"the status" oi the agency's investigation. The White House 
meeting is shrouded in secrecy, only to be revealed weeks later 
because of congressional prodding. 

Of course, this is all fiction. But, it's fair to say 
that if these events had indeed occurred during the Aeagan 
administration, the expressions of outrage in the press, and the 
clamor for congressional hearings, would have shot off the 
political Richter scale. ; 

The Altman Conflict t Belatad R.cuaal , 

Last Thursday, Roger Altman, a college classmate of 
President Clinton and the acting C.E.O of the supposedly 
independent Resolution Trust Corporation, revealed fer the first 
time that he sought out a meeting with White House officials, 
allegedly to offer a "heads up" on the so-called Madison Guaranty 
statute of limitations issue. According to Mr. Altman's own 
account, he didn't even seek a meeting with Devid Kendall, 
President Clinton's personal attorney, but rether with White 
House political" of ficials --Bernard Nussbaum, Harold lekes, and 
Margaret Williams, the Chief of Staff for the First Lady. 

With the exception of the New York Times and the 
Washington Times , and today the Waahinqton Post, the press 
reaction to the Altman revelation — and the glaring conflict of 
interest it describes— has been muted at best. Zn fact, 

(more) 
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fig * Today reported that the Altman meeting was "minor” and th©r© 
was probably "nothing improper" about it. Apparently, Mr. Altman 
didn't buy into this benign description# sine© he finally racusod 
himself from the Madison matter last Friday. 

Ktofl Ire, Btarlnqt 

Hr. Altman's shocking revelation underscores the need 
for full congressional hearings on the Madison-Whitowatar affair. 
As the Hew York Times editorialised yeeterdayt "Sana tor Donald 
Rieglo, the Chairman of the Senate Banking Committee , f needs to 
step up his Committee's oversight activities. .. .Opposition 
leaders are right when they say that a Republican White House 
that so recklessly meddled in the Justice Department, 5 the R.T.C. 
and other agencies would be shelled with endless congressional 
investigations . " Unquote . 

The bottom line is: the American people notr know about 

Mr. Altman's unseemly meeting with White House officials 
precisely because Banking Committee Republicans used fthe 
opportunity of an R.T.C. oversight hearing to ask MadjLson-related 
questions. If there had been no hearing, it's unlikely this 
information would have surfaced anytime soon. And itf's clear 
that Hr. Altman recused himself only because of the negative 
publicity his meeting inspired. 

pthmr flMIBtiMM 

The Altman revelation also raises other important 
questions t did Mr. Altman have any contacts with the 7DXC while 
the FDIC * s legal division was preparing its * conflict-of- 
interest " opinion regarding the Rose law firm? If so, what ware 
the nature of these contacts? Has Mr. Altman had any discussions 
with Webster Hubbell, a former partner of the Rose law firm and 
now Associate Attorney General, regarding the RTC's criminal 
referrals on Madison and the RTC's pending civil investigation? 
And has Mr. Hubbell himself had any contacts with officials at 
the FDIC, the RTC, or the White House about any element of the 
Madison-White water affair? f 

Why did White House Counsel Bernard Mussbatufc meet with 
Mr. Altman In the first place? Surely, he was aware of the 
Impropriety of such a meeting. Has Mr. Nussbaum been in touch 
with the RTC, the FDIC, or the Justice Department about Madison- 
Whitewater? r 

You know you're heading in tha right direction when 
tough questions are responded to not with substantive answers, 
but with personal attacks . Unfortunately, David Wilhelm, the 
C h ai r ma n of the Democratic National Committee, took this low-road 
approach when he fired off a letter last Friday personally 
attacking tha integrity of Senator D' Amato, the ranking member of 
the Senate Banking Committee. 

If Mr. Wilhelm believes these bullying tactics will 
somehow intimidate congressional Republicans, 2 have' some bad 
news for bias they won't. We will continue to ask the tough 
questions until the American people get the full accounting of 
Whitewater that they deserve. 


•## 
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United States 

Office of Government Ethics 

1201 New York Avenue, NW., Suite 500 
Washington, DC 20005*3917 

March 22, 1994 


Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE's review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske 's office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or Secretary Bentsen' s 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC . OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.* 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports. 



Stephen D. Potts 
Director 


Enclosures 

cc: Lloyd Cutler 

Counsel to the President 

Jean Hanson 
General Counsel 
Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 
Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February 3, 
1993, by OGE's executive branch-wide "Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Standards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 

212$ RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20815-6090 

May ll, 1994 



ON tiwatar 


James Barker. Esquire 
Acting Deputy General Counsel 
Resolution Trust Corporation 
801 Seventeenth Street. N.W. 

Washington, D.C. 20434 

Dear Mr. Barker: 

I have reviewed your letter dated May 2. 1994, rejecting my appeal 
from the Resolution Trust Corporation's denial of my request 
pursuant to the Freedom of Information Act for documents pertaining 
to Madison Guaranty Savings 6 Loan Association ("Madison 
Guaranty") . With reluctance I have concluded that I am left with 
no option except to authorize my attorneys to initiate litigation 
against both the RTC and the Office of Thrift Supervision (OTS) in 
an effort to obtain documents patently relevant to committee 
oversight. For your convenience, a copy of the complaint is 
attached. 

My decision to pursue litigation was ~wC made lightly. As the 
Ranking Member of the Committee Banking, Finance and Urban 
Affairs ("the Committee"), I am ^ligated under the Constitution, 
federal banking laws includ 4 * the Financial Institutions Reform, 
Recovery and Enforcement -w of 1909 ("FIRREA"), and House rules to 
oversee the actions of the RTC and OTS, and to assess 
implementation of FIRREA. Clearly encompassed within this 
oversight responsibility is a duty to Investigate allegations of 
wrongdoing at failed thrift institutions, such as Madison Guaranty. 
In view of recent Committee investigations of such institutions as 
Lincoln Savings and Loan Association of Irvine, California; 
Silverado Savings and Loan Association of Denver, Colorado; 
Centrust Savings and Loan Association of Miami, Florida; and 
Columbia Savings and Loan Association of Beverly Hills. California, 
which also underwent concomitant Justice Department probes, the RTC 
and OTS surely would not seriously challenge this responsibility. 
Here, it should be stressed that analogous documents relating to 
each and every one of the institutions listed above have been made 
readily available to the Ranking Member of the Committees of 
jurisdiction. 
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At issue is full disclosure. In this context, the question of 
partisanship deserves review. While I may have differed in 
judgment with given observations of individual members in various 
investigations, I have supported all Banking Committee oversight 
investigations of the S&L industry and, indeed, suggested a probe 
be initiated against an S&L identified with a Republican Governor, 
Fife Symington. It was accordingly, with dismay, that I read of my 
committee chairman's effort to bolster the Executive's position 
vis-a-vis Congress in his instruction by letter of March 10, 1994, 
to both the RTC and OTS not to produce documents requested by me 
and in his instructions by letter four days later that regulators 
need not answer questions concerning the failure of Madison 
Guaranty at then scheduled RTC oversight hearings. Indeed, among 
the items being withheld --on facially tenuous “personal privacy" 
grounds -- is correspondence between the RTC and Members of 
Congress . 

In our dispute the fundamental proposition that I am advancing is 
simply that in relationship to the oversight role assigned to it 
under the rubric of the Constitution, Congress has authority to 
seek and review documents of federal government agencies. Under 
precedent and due to decentralized practicalities. Congress has 
devolved this particular authority to Committees which have 
jurisdiction over various federal agencies and federal programs. 

As the ranking Minority Member of the Committee of jurisdiction 
over the agencies responsible for regulation of savings and loan 
associations and disposal of assets of failed institutions, I have 
a particular responsibility to the Congress to overaee related 
Executive Branch policies and actions. 

With the same political party in control of both Houses of Congress 
as well as the Executive Branch, the responsibility of the Ranking 
Member of a committee with oversight responsibilities for an 
Executive agency takes on enhanced dimensions. The Constitution 
did not envisage that a Member would be required to default on his 
or her individual responsibilities simply becauss a political 
determination may be made by an Executive branch agency to withhold 
documents pertaining to a particularly embarrassing circumstance. 

In the past several decades. Congress has let the public down by 
not vigorously overseeing laws and policies that apply to the S&L 
industry. The costliness of this failure to perform vigorous 
oversight is evidenced by the quarter trillion dollar bill the 
taxpayer has been forced to honor, a small part of which relates to 
a failed institution in Arkansas, Madison Guaranty. The reason for 
this particular oversight investigation relates to the lesaona that 
nead to be learned, particularly as they apply to the role of state 
governments in regulating state-chartered, state-regulated 
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inatitutions in the backdrop of a federalized deposit insurance 
program . 

In this dispute about who is entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch. Chairman 
Gonzalez' letters contained an implicit and unprecedented 
philosophical assertion that not only does a chairman have the 
exclusive right to obtain oversight documents from the Executive 
branch, but the right to deny such documentation to other Members 
and the right even to deny inquiries about issues clearly germane 
to the subject of hearings. 

An RTC oversight hearing was scheduled under requirement of law, 
Section 21A(k) (6) of the Federal Home Loan Bank Act (12 U.S.C. 
S144ia(k) (6)) , and there is no provision in that law for exceptions 
to Congressional oversight that relate to a single state and its 
institutions. The C.S. Congress wrote a law applicable to all 50 
states, not 49, and the oversight of our laws applies throughout 
this country. Just as in America no individual is above the law, 
no state is beyond its reach. Just as no individual is entitled to 
violate the law out of ignorance of it, no person, even the 
chairman of a congressional Committee, is entitled after the fact 
to be sole interpreter of a law's meaning or serve as a censor of 
another Member's inquiries. 

The precedent of the Banking Committee is clear with respect to the 
relevance of specific questions on specific inatitutions. On 
numerous occasions at past RTC oversight hearings, questions 
related to individual institutions have been asked by Committee 
Members, including the Chairman, and answered by witnesees. In 
fact, the Committee's invitation letter of March 3, 1994, to 
Treasury Secretary Bent sen for purposes of the then scheduled RTC 
oversight hearing, sought testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is ths 
following statement of Senator Don Riegle, the Chairman of the 
Senate Banking Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing chat law to find 
out exactly how it ia working and if there is a need to 
change any particular part of it. Ie it working the way 
it was designed to work? Have we corrected all the 
abuses? we were so concerned about that issue that, in 
fact, we built into that 1989 law a requirement that 
there has to be s hearing here in Congress every 6 months 
on how that cleanup effort is doing and how that law is 
being implemented. Within the text of that part of the 
law we went so far as to say that any institutions that 
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failed in that time period, in the mid-1980's, that if 
any Senator on the committee wanted to come in and ask 
questions about that particular institution, that they 
had a right in law to do so. We did not foresee the 
Madison case at that time, but it applies precisely to 
the Madison case and every other case out of that time 
period. ( Cong. Rec. S31S3, March 17, 1994) . 

Procedurally, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modem 
history of the Congress. This engagement carries far greater 
implications than any judgment relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 
oversight capacities of Congress can be hamstrung if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass its party's or leader's standings. 

It is precisely because the majority party in Congress has refused 
to uphold the law -- i.e., has yet to hold statutorily required 
oversight hearings; has refused to respect the rules of the House - 
- i.e., the rights of the minority to call witnesses; and has 
refused to uphold its constitutional responsibilities to oversee 
the Executive Branch that the role of the minority is magnified. 
Just as in tolerant* societies it is important to bend over 
backwards to protect the rights of minorities, in a legislative 
environment It ia imperative that majoritarian. party biases not be 
allowed to run roughshod over minority party rights. 

In this context, your letter neglects to note what Senator Riegle 
stressed in March on the Senate floor: that the RTC is required by 
statute to provide semi-annual reports to the Committee. Indeed, 
within 30 days after submission of each Semi-Annual report by the 
RTC, the Thrift Depositor Protection Oversight Board must appear 
before the Committee for hearings, you have a statutory obligation 
to cooperate with hearings relating to the November 1, 1993 semi- 
annual report as well aa a statutory obligation to appear before 
the Committee within 30 days of the submission on April 29, 1994, 
of your most recent semi-annual report. FIRREA sets forth seven 
categories of information that the Oversight Board must address, 
including "progress ... in selling assets" of resolved 
institutions; "costs incurred by the (RTC) in . . . managing and 
selling assets" acquired by the RTC; estimates of income from 
assets acquired by the RTC; assessment of potential sources of 
additional funds for the RTC; and estimates cf the remaining 
exposure of the United States resulting from thrift institutions. 
Many of the documents being withheld by the RTC -- such as 
investigatory files, banking records, contract information, bidder 
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information, and examination reports -- are directly relevant to 
these statutory areas of inquiry. It is artificial and inaccurate 
for the RTC to assert that the statutory responsibilities of the 
Ranking Member cf the committee of jurisdiction are so limited as 
to entitle said Member of Congress no greater access to information 
than any ocher member of the public. The whole purpose of 
congressional oversight is for Congress to detect and have access 
to material that allows for detection of wrongdoing that would 
otherwise escape public attention. 

What makes the RTC issue somewhat unique as far as the oversight 
responsibilities of Congress is concerned is that semi-annual 
hearings are mandated by statute. Beyond the hearing issue, 
however, it should be stressed that Congressional oversight does 
not relate exclusively to whether a Congressional Committee 
Chairman schedules a particular hearing on a particular matter at 
a particular time, while oversight often culminates in a hearing, 
frequently it does not. 

Congress has responsibility to oversee a myriad of programs for 
which time does not exiBt for close scrutiny. In addition, for 
reasons of lack of personal interest or lack of personal time or 
concern for political ramifications, a Chairman may not schedule 
hearings on a wide number of subjects. This does not mean that 
other Members of Congress, particularly those on the Committee of 
appropriate jurisdiction, should not reasonably expect cooperation 
from the Executive branch in carrying out their individual 
oversight responsibilities. 

In addition to obligations established under FIRREA and the Federal 
Home Loan Bank Act, the Committee's role in oversight of the RTC 
and OTS is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. Paragraph 2 of House Rule 
X providing for the Committee's "General Oversight 
Responsibilities” states: 

■ (b) (1) Each standing committee . . . shall review and 
study, on a continuing basis, the application, 
administration, execution, and ef fectiveness of those 
laws, or parts of laws, the subject matter of which is 
within the jurisdiction of that committee and the 
organization and operation of the Federal agencies and 
entities having responsibilities in or for the 
Administration and execution thereof, in order to 
determine whether such laws and the programs thereunder 
are being implemented and carried out in accordance with 
the intent of the congress and whether such programs 
should be continued, curtailed, or eliminated." 

Information requests and questions by Committee Members related to 
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RTC and OTS operations are authorized under Che Committee's general 
oversight authority. 

The purported confidentiality concerns asserted in your letter are 
contrivances. The RTC has, throughout its history, released this 
same type of information -- financial records, examination reports, 
board minutes, and so forth -- to Members of Congress and their 
staffs acting in their official capacities during investigations of 
9uch thrifts as Lincoln, Silverado, Centrusc, and Columbia. 
Madison Guaranty is both defunct and subject to extensive 
publicity; it is hard to imagine how release of the documents could 
damage it competitively or harm the reputation of any law-abiding 
officers or directors. Apart from the involvement with Madison 
Guaranty of certain present and former high-ranking members of this 
Administration, there would appear to be no justification for 
treating Madison Guaranty documents any differently from those of 
other failed thrifts. 

The purpose of oversight is to expose information, even if it may 
prove embarrassing to government policy or government officials. 
To preclude disclosure is to employ closed society techniques and 
undercut fundamental tenets of American democracy. There are few 
more effective antidotes to impropriety and abuse of power in a 
democracy than sunshine. 

In this context, the RTC's determination to thwart legitimate 
congressional oversight is at odds with historical practice, the 
statutory mandate of FIRREA, relevant case law, and -- last but not 
least -- common sense prerequisites of open government in an open 
society. The sun must be allowed to shine in. Otherwise, abusive 
actions that cannot be reviewed will invite repetition. Shielding 
information to protect public officials from public accountability 
is not the American way. 
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BY HAND 

Resolution Trust Corporation 
15th & Pennsylvania Ave.. N.W. 
Washington. D.C. 20220 

Attn: John E. Ryan 

Deputy Chief Executive Officer 



Dear Mr. Ryan: 

Pursuant to Fed. R. Civ. P. 4(i)(2), transmitted herewith is a copy of 
the Summons. Complaint and Emergency Motion For Expedited Briefing 
Schedule To Resolve Summary Judgment Motion in the referenced action. 

With best wishes, I am 

Sincerely yours, 
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BY HAND DELIVERY 

Nancy Mayer-Whittington 
Clerk 

United States District Court 
for the District of Columbia 
3rd and Constitution Avenue. N.W. 

Washington. D.C. 20001 

Re: James A. Leach v. Resolution Trust Corporation 

and Office of Thrift Supervision 


Dear Ms. Mayer-Whittington: 


Transmitted herewith for filing are the original and two copies of the 

following: 

(1) 

Complaint in the referenced action; 

(2) 

Emergency Motion For Expedited Briefing Schedule To 
Resolve Summary Judgment Motion; 

(3) 

Civil cover sheet; 

(4) 

Summons in a civil action. Please execute the summons and 
return it to the messenger who is filing these papers: 

(5) 

Entry of Appearance form; 

(6) 

Certificate of Service. 
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Nancy Mayer -Whittington 
May 11. 1994 
Page 2 

Please aate-stamp one ohotocopy of these documents and return 
the date-stamoea copies to me in the setf-aadressed stamped envelope enclosed 
herewith. 

Sinewy yours. 

Jackson R. Sharman 111 

Enclosures 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH 
U.S. House of Representatives 
Washington, D.C. 20515, 

In his capacity a9 the Ranking 
Minority Member of the Committee 
on 8anking, Finance and Urban 
Affairs of the United States House 
of Representatives, 

Plaintiff, 
v. 

RESOLUTION TRUST CORPORATION 
15th & Pennsylvania Avenue, N.W. 
Washington, O.C. 20220 

and 

OFFICE OF THRIFT SUPERVISION 
1700 G Street. N.W. 

Washington, O.C. 20552, 

Defendants. 


RICHEY, J. CUR 


Civ. NO. 


94 1033 


COMPLAINT FOR 
DECLARATORY AND 
INJUNCTIVE RELIEF 


MAY 1 1 '994 


NATURE OF ACTION 

1. This it an action by the Ranking Minority Member of the 
Committee on Banking, Finance and Urban Affair* of the United States House of 
Representatives (“the Committee") to obtain documents from two government 
agencies, the Resolution Trust Corporation ("RTC") and the Office of Thrift 
Supervision ("OTS"), within the oversight responsibilities of the Committee. Plaintiffs 
responsibility and authority to oversea Defendants derives from the power of 
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Congress to legislate as set forth in Article I of the United States Constitution,* from 
the Rules of the United States House of Representatives, and from statutes. Plaintiff 
is a Ranking Minority Member serving in a Congress controlled by the same party 
that controls the Executive Branch. For that reason, Plaintiffs rigorous discharge of 
his oversight responsibilities is particularly Important to the citizens* confidence in 
their governmental institutions. 

2. The documents at issue pertain to Madison Guaranty Savings A 
Loan Association in Little Rock. Arkansas ("Madison Guaranty**), which waa placed In 
conservatorship by federal regulators in 1960 and resolved in 1990 at a reported cost 
to United States taxpayers of approximately $67 million. As with their supervision of 
other failed thrift Institutions — such as Lincoln Savings and Loan Association of 
Irvine. California: Silverado Savings and Loan Association of Denver, Colorado: 
Centruat Savings and Loan Association of Miami. Florida; Columbia Savings and 
Loan Association of Beverly Hills. California: and others - Defendants' handling of 
Madison Guaranty haa coma undar the scrutiny of the Committee In the exercise of 
its oversight responsibilities. 

3. Unlike those prior situations, in which Defendants honored 
requests for documents from the Renking Minority Member of the Committee. 
Defendants have Improperly asserted numerous grounds for refusing to release to 
Plaintiff critical documents concerning Madison Guaranty. On Information and belief. 
Defendants 1 decision to withhold these documents was Influenced, at least In pert, 
by Instructions to suppress the documents communicated to Defendants by the 
Chairman of tha Committee on March 10. 1904. Oafandanta* compliance with these 
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instructions - in addition to being arbitrary, capricious, and contrary to law - has 
enabled one Member of Congress to prevent another Member from fulfilling his 
legislative and oversight duties. 

4. The enhanced responsibility of Plaintiff to oversee the worK of 
Defendants is especially applicable in the case of Madison Guaranty. Madison 
Guaranty has been a central focus of press reports raising questions about illegal or 
unethical financial transactions during the mkM 980s of Individuals who are now or 
recently have been senior Administration officials. Additional questions have been 
raised about communications within the last year between certain senior 
Administration officials and Defendants' personnel charged with investigating Madison 
Guaranty. These matters are squarely within the oversight responsibility of Plaintiff 
and the Committee. Defendants' refusal to produce documents pertaining to Madison 
Guaranty despite at least eight written requests by Plaintiff threatens to undermine 
Plaintiff's ability to perform his oversight responsibilities. 

5. In this action, Plaintiff seeks a declaration that Defendants' acts 
violate the Freedom of Information Act, 5 U.S.C. $ 552(b) ("FOtA"), the Administrative 
Procedure Act, 5 U.S.C. § 706 ("APA"); and the Federal Home Loan Bank Act, as 
amended by the Financial Institutions Reform, Recovery, and Enforcement Act of 
1989. 12 U.S.C. § 1441 fii ssg* fFIRREA"). In addition. Plaintiff seeks a mandatory 
injunction requiring immediate production to Plaintiff of the requested documents. 
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JURISDICTION AW vgtiUS 

6. This Court has subjact matter jurisdiction over this action 
pursuant to the APA. 5 U.S.C. § 702; FOIA. 5 U.S C. § 552(a)(4)(B): the Federal 
Home Loan Bank Act. as amended by FIRREA. 12 U.S.C. § 144la(l)(1); and the 
federal question statute. 18 U.S.C. § 1331. 

7 Venue in this Court is founded upon 28 U.S.C. 8 1381(b) because 
both Defendants reside or may be found in this judicial district and a substantial part 
of the events giving rise to the claim occurred In this Judicial district. 

PARIUM 

8. Plaintiff is the duty elected Member of the United States House of 
Representatives from the First Congressional District of Iowa. At ell pertinent times, 
Plaintiff has been the Ranking Minority Member of the Committee. 

9. Defendant RTC la a corporation established by Ac* of Congrssa m 
the Federal Home Loan Bank Act. as amended by Section 501 of FIRREA, 12 U.S.C. 
$ 144la(b)(l)(A). Defendant RTC la an "agency of United States" fer all purposes 
pertinent to this action. 12 U.S.C. S 1441e(b)(1)(B). 

10. Defendant OTS was established pursuant to the Homeowners’ 
Loan Act of 1933. as amended by Section 301 of FIRREA. 12 U.S.C. f I482a(e), es 
an autonomous office within the Department of the Treasury. 

RACKOROUNP 

1 1 . Defendant RTC Is charged with managing and resolving all cases 
involving depository institutions Insured by the Federal Savings A Loan insurance 
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Corporation for which a conservator or receiver was or will be appointed between the 
dates of January 1, 1989 and a date between January 1. 1995 and July 1, 1995. 
Among those institutions is Madison Guaranty, which was placed in conservatorship 
by federal regulators in March of 1989 and resolved by Defendant RTC in November 
1990. Defendant RTC has in its possession, custody, or control nonpublic documents 
concerning Madison Guaranty. 

12. Defendant OTS is charged with providing for the examination, 
safe and sound operation, and regulation of savings associations. Madison Guaranty 
was one of the savings associations regulated by the Federal Home Loan Bank 
Board, the predecessor of Defendant OTS. Defendant OTS has in its possession, 
custody, or control nonpublic documents concerning Madison Guaranty. 

13. As early as 1984, federal regulators noted severe problems 
with Madison Guaranty's management and financial condition, but Arkansas state 
regulators who then had supervisory authority over Madison Guaranty took no action. 
As a consequence, Madison continued its questionable practices, and grew from a 
$49 million institution in 1984 to a $125 million Institution in 1986, with a 
consequential increase in exposure to United States taxpayers. On information and 
belief, the insolvency of Madison Guaranty has cost United States taxpayers 
approximately $67 million. 

14. A number of questions have been raised by state and federal 
regulatory authorities, the media, and Congress concerning the practices of James 
and Susan McDougal, who controlled Madison Guaranty from 1980 to 1986. Addi* 
tional questions have been raised concerning the propriety of certain extensions of 
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credit to persons closely affiliated with Madison Guaranty or Its subsidiaries; diversion 
of funds from Madiaon Guaranty for political and other illegal purpoaea; regulatory 
delays in closing Madiaon Guaranty: potential conflicts of interest in the 
representation of the Federal Deposit Insurance Corporation and Defendant RTC by 
the Rose Law Firm in a suit against Madison Guaranty's accountants. Frost A 
Company: potential abusive practices by Madison Guaranty's service corporation, 
Madiaon Financial Corporation: and other matters of Interest to Plaintiff and the 
Committee. 


PLAiMTirra qvemiqut jEmesMaimuim 

15. PleintifTs responsibility and authority to oversee Defendants 
derives from the power of Congress to l egisla t e In Article I of the Constitution, the 
Rules of the United SU‘!ea House of Representatives, the Legislative Reorganization 
Act of 1970 ("LRA"), and the Federal Home Loan Bank Act, as amended by FIRREA. 

16. Rule X(2)(b)(1) of the United States House of Representatives 


provides that 


"Each standing committee . . . shall review and study, on 
a continuing basis, the applic a tion, admini s tr a tion, 
execution, and effectiveness of those lews, or parts of 
laws, the subject matter of which is within the jurisdiction 
of that oommittee end the organization and operation of the 
Federal Age nci e s and enti tl e s having responsibilities in or 
for the administration and execution thereof. In order to 
determine whether such laws and the programs thereunder 
are being Implemented and ca r ried out In accordance with 
the intent of the Congress end whether such programs 
should be oontinued. curtailed or eliminated. In addition, 
each such committee shad review end study any conditions 
or circumstances which may indicate the necessity or 
desirability of enacting new or additional legisl ati on within 
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the jurisdiction of that committee (whether or not any bill or 
resolution has been introduced with respect thereto), and 
shall on a continuing basis undertake future research and 
forecasting on matters within the jurisdiction of that 
committee.'' 

House Rule X(2)(b)(1) implements the statutory mandate of the LRA, 2 U.S.C. 

§ I90d. 

17. Section 21A(k)(4) and (5) of the Federal Home Loan Bank Act, 
as amended by FIRREA, 12 U.S.C. § 1441a(k)(4), (5), requires Defendant RTC to 
submit annual and semi-annual reports to Congress. In addition. Section 21A(k)(6) of 
the Federal Home Loan Bank Act, as amended by FIRREA, 12 U.S.C. § 1441a(k)(6), 
directs that not later than thirty (30) days after submission of each semi-annual 
report the Thrift Depositor Protection Oversight Board ("the Oversight Board”), which 
has supervisory authority over Defendant RTC, "shall appear before the Committee 
on Banking, Finance and Urban Affairs of the House of Representatives" for the 
purpose of reporting on cases involving institutions within Defendant RTC's 
jurisdiction, sales of assets of such institutions, potential sources of additional funds 
that might be recovered for the Defendant RTC. the remaining exposure to the United 
States Government from such Institutions, and other matters. 

IS. The Oversight Board and Defendant RTC submitted their two 
most recent semi-annual reports to the Committee on November 3, 1993 and April 
29. 1994. The Oversight 8oard was statutorily required to appear before the 
Committee no later than December 3. 1993 with regard to its November report. 
Although the oversight hearing required by Section 21A(k)(6) was originally scheduled 
for March 24, 1994, it was abruptly postponed Indefinitely. The Oversight Board is 
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statutorily require* to appear before the Committee no later than May 20. 1094 with 
regard to its April report. On Information and belief, the Committee and Defendants 
will discharge their legal responsibilities and hold a hearing by May 31. 1094 on the 
April 29. 1094 semi-annual report, and perhaps the November 3. 1003 semi-annual 
report as well. 

10. The Committee has oversight responsibilities for Defendant OTS 
pursuant to House Rules X and XI, and because the Olrector of Defendant OTS is a 
statutory member of the Oversight Board. 12 U.S.C. § 144la(a)(3)(A)(lll). 

20. On March 1 7. 1 994, Senator Donald Rlegle of Michigan. Chair- 
man of the United States Senate Committee on Banking, Housing and Urban Affaire, 
which has oversight responsibility over Defendants and which la charged with 
implementing the mandatory hearings of the Federal Home Lean Bank Act, as 
amended by FIRREA. conceded that inquiry into Madison Guaranty la not only 
appropriate, but imperative, to the ftjNMment of the oversight responsibilities of the 
two congressional commit t ee s : 

"Within the tekt of that part of {FIRREA] ere went so far as 
to say that any Institutions that failed In that time period 
[January 1 , 1090 through a date between January 1 and 
July 1 of 1005] . . . that If any senator on the committee 
wanted to come In and ask questions about that particular 
institution, that they had the right In law to do so. Ws did 
not foresee the Madison case at that time, but It app l ies 
precisely to the Madison case end every other cese out of 
that time period. So the other day when officials from ths 
RTC came in to present their s e m i annuel report, every 
m e m ber of the Senate Banking Committee had the legal 
right and authority to ask specific questions about any 
institution that fatlad In that time period, end that Included 
Madison Guaranty." Ceng. Ree. 83103 (dally ed.. Mar. 

17. 1094). 
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21. On March 17. 1994. by a unanimous vote, the United States 
Senate during consideration of S. 1275 passed an amendment offered by Senate 
Majority Leader Mitchell and Senate Minority Leader Dole authorizing hearings 
relating to Madison Guaranty, Whitewater Development Corporation, and Capital 
Management Services. Inc. 

22. On March 22, 1994. by a vote of 408 to 15, the House of 
Representatives passed House Resolution No. 394, reaffirming Congress' 
"constitutional obligation to conduct oversight of matters relating to the operations of 
the government, including matters related to any governmental investigations which 
may from time to time be undertaken," and establishing procedures "for appropriate 
Congressional oversight, including hearings, on all matters related to Madison 
Guaranty Savings & Loan Association ('MGS&L'), Whitewater Development 
Corporation and Capital Management Sendees Inc. (‘CMS’)." 

23. After both the Senate and the House resolutions authorizing 

hearings into the Madison Guaranty and related matters had passed. President Bill 

Clinton stated in a nationally-televised news conference on March 24, 1994: 

"I support the actions of the House and the Senate clearing 
the way for hearings at an appropriate time that does not 
interfere with [Special Counsel Robert) Flake’s responsi- 
bilities. and I will fully cooperate with their work as well. . . . 

Cooperation, disclosure, and doing the people's business 
are the order of the day." 

24. For Plaintiff to be able to fulfill his statutory and constitutional 
responsibilities as Ranking Minority Member of the Committee, it is imperative that he 
receive well in advance of the statutory oversight hearing and the hearings required 
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by House Resolution No. 394 all documents In Defendants' possession concerning 
Madison Guaranty. 


DEFENDANTS' PRACTICE OF PROVIDING 
DOCUMENTS TO MEMBERS OF THE COMMITTEE 

25. Since Defendants RTC and OTS were created in 1988. they have 
consistently provided documents requested by the Ranking Minority Member of the 
Committee. These requests include, without limitation, the following: 

(a) On February 21. 1901, then-Ranklng Minority Member Chalmera 
P. Wylie wrote to the Honorable L. William Said man. Chairmen of Defendant RTC. to 
request copies of the board of directors minutes and examination reports of Columbia 
Savings and Loan of Beverly Hills, California, for the five years prior to its 
conservatorship. All requested documents were provided. Subsequently, Defendant 
RTC provided the Ranking Minority Member and his staff with fall access to 
Defendant RTC Investigative files at Defendant RTC’a offices. Both of these requests 
were pursuant to an independent Minority Investigation of the savings and loan 
industry. 

(b) During the extensive Investigations of Chartea Keating and 
Lincoln Savings A Loan Association of Irvine. California. Defendant OTS sltowed the 
Ranking Minority Member and his staff unrestricted access to pertinent documents. 

(c) During the oongressional investigation of Silverado Savings A 
Loan Association of Denver. Colorado. Defendant OTS allowed the Ranking Minority 
Member and his staff access to pertinent documents. Including but not limited to 
examination reports and all supervisory materials. Defendant OTS provided the 
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Ranking Minority Member and his staff with independent access to documents in 
Washington and Topeka. 

(d) During the congressional investigation of Centrust Savings & 
Loan Association of Miami, Florida. Defendants OTS and RTC allowed the Ranking 
Minority Member and his staff full independent access to pertinent records, including 
but not limited to examination reports, criminal referrals, telephone logs, desk 
calendars, and internal memoranda. Subsequently, an Independent Minority 
investigation during the 102nd Congress also received full access to Defendant 
RTC's investigative materials. 

26. The Executive Branch conducted ongoing criminal and dvil 
investigations and law enforcement proceedings during all of the foregoing 
investigations by the Minority. At no time did any representative of Defendants RTC 
or OTS inform the Ranking Minority Member that such Executive Branch investiga- 
tions or proceedings were harmed or compromised, or withhold documents for fear 
that they might be. 

27. Defendants have stated no reason for distinguishing Plaintiffs 
request for documents pertaining to Madison Guaranty from requests for identical 
categories of documents pertaining to other savings and loan associations. 

28. In a Memorandum for the Heads of Executive Departments and 
Agencies dated November 4. 1982. former President Ronald Reagan directed aH 
such departments and agencies to provide information to Congress upon request 
without the need for formal Committee action or subpoenas, unless the President 
himself invoked executive privilege. The continuing validity of this directive was 
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confirmed as recently as February 18. 1904. in a tetter from Associate Attorney 
General Wabster L. Hubbeli to Congressman John Dingell. Neither of Defendants 
has invoked executive privilege with regard to documents pertaining to Madison 
Guaranty, nor has either Oefendant stated a reason for deviating from the 
November 4. 1982 directive. 

PLAINTIFF'S EFFORTS TO OBTAIN PERTINENT 
POCUMENTS REIATINQJTO MADISON QUARANPC. 

29. Pursuant to and in fulfillment of his oversight responsibilities as 

the Ranking Minority Member of the Committee. Plaintiff has made extensive, though 

unsuccessful, efforts for six months to obtain documents pertaining to Madison 

Guaranty. Plaintiff has made these efforts pursuant to FOIA, House Rules, settled 

principles of agency cooperation with Congress, and FIRREA. These efforts have 

included, but have not been limited to, the following: 

(a) On December 9. 1993. Plaintiff wrote to the Honorable Roger C. 

Altman (Interim Chief Executive Officer of Defendant RTC). end Jonathan Fiechter 

(Acting Director of Defendant OTS). requesting each to provide ell documents relating 

to Madison Guaranty. On Oecambsr 22. 1993. Mr. Fiechter wrote to Plaintiff 

agrttlng to "provide you with any Information available to the public under the 

Freedom of Information Act." but refusing to make available additional Information. 

Also on December 22. 1993. Mr. Altman responded that "the RTC will thoroughly 

cooperate In this investigation" end agreed to supply "most" of the documents: 

nevertheless. Mr. Altman referred to "limits on our abHIty to provide certain" 
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documents, including "the Privacy Act and legal privilege or other restrictions on the 
ability of the RTC to release them." 

(b) To address the purported legal concerns raised by Defendants m 
their responses to Plaintiffs December 9, 1993 letters. Plaintiffs staff prepared and 
sent to Defendant OTS a legal memorandum detailing the right of Plaintiff in his 
capacity as Ranking Minority Member to obtain access to the requested documents. 

(c) On February 3 and 4, 1994, Plaintiff wrote again to Messrs. 
Altman and Fiechter, respectively, reiterating the request in the December 9. 1993 
letters. On February 7, 1994, John E. Ryan (Deputy Chief Executive Officer of 
Defendant RTC), wrote to Plaintiff stating that Defendant RTC would make available 
to Plaintiff only those documents "otherwise available to the public pursuant to the 
Freedom of Information Act." The next day Mr. Fiechter notified Plaintiff that 
Defendant OTS, like Defendant RTC. would produce to Plaintiff only documents 
available to the public pursuant to FOIA. 

(d) On March 7, 1994. Plaintiff wrote to Messrs. Fiechter and Ryan 
reiterating his request for documents pertaining to Madison Guaranty, and requesting 
that Defendants confirm that their refusal to provide the documents constituted final 
agency action. 

(e) On March 8, 1994. Plaintiff wrote to Messrs. Fiechter and Ryan 
requesting documents pertaining to Madison Guaranty, this time expressly stating that 
the documents were necessary for the Committee's "statutorily mandated, semi- 
annual" oversight hearings, then scheduled for March 24. On March 10, 1994. Henry 
B. Gonzalez, Chairman of the House Committee on Banking, Finance, and Urban 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


) 

| 94 1033 

) Civ. No. 

) 

) 

) 

) 

) 

) 

) 

) 


ORDER 


Upon consideration of Plaintiffs Motion for Expedited Briefing Schedule 
for Summary Judgment Motion, the reasons in support thereof and in opposition 
thereto, it is hereby Ordered, that the motion be and hereby is GRANTED; and 


JAMES A. LEACH. 

Plaintiff, 

v. 

RESOLUTION TRUST CORPORATION 
and 

OFFICE OF THRIFT SUPERVISION, 

Defendants. 
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It is further Ordered that the following schedule for briefing of Plaintiff’s 
Motion for Summary Judgment will be entered: 

May 16. 1944 Plaintiffs Motion for Summary Judgment 

and Supporting Memorandum 

May 23. 1994 Defendants' Opposition to Motion for 

Summary Judgment 

May 26, 1994 Plaintiffs Reply Memorandum in Further 

Support of Summary Judgment Motion 

May 27, 1994 Argument on Summary Judgment Motion 

(or as soon as this 
Court’s schedule permits) 


It is so Ordered. 


Date United States Oistrict Judge 
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Copies to: 


Bobby R. Burchfield. Esq. 
Jackson R. Sharman III. Esq. 
Covington & Burling 
1201 Pennsylvania Ave.. N.W. 
P.O. Box 7566 

Washington, D.C. 20044-7566 
Attorneys for Plaintiff 


Office of Thrift Supervision 
1700 G Street, N.W. 

Washington, O.C. 20552 
Attn: Mr. Jonathan Fiechter 
Acting Director 

Resolution Trust Corporation 
15th & Pennsylvania Ave., N.W. 
Washington, D.C. 20220 
Attn: Mr. John E. Ryan 

Deputy Chief Executive Officer 

Defendants 


The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Ave., N.W. 
Washington, D.C. 10530 

Eric Holder, Esq. 

United States Attorney 
555 Fourth Street, N.W. 

Washington, D.C. 20001 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH. 

Plaintiff. 

v. 

RESOLUTION TRUST CORPORATION 
and 

OFFICE OF THRIFT SUPERVISION. 

Defendants. 


EMERGENCY MOTION FOR EXPEDITED BRIEFING SCHEDULE 
TO RESOLVE SUMMARY JUDGMENT MOTION 


Plaintiff James A. Leach, in his capacity as the Ranking Minority 
Member of the Committee on Banking, Finance and Urban Affairs of the United 
States House of Representatives ("the Committee”), hereby moves for entry of an 
expedited schedule for briefing his motion for summary judgment Plaintiffs 
complaint is being filed simultaneously with this motion. 

As set forth in more detail in the Complaint, Defendants Resolution 
Trust Corporation ("RTC") and the Office of Thrift Supervision ("OTS") are within the 
oversight responsibilities imposed upon Plaintiff and the Committee by the United 
States Constitution, statute, and the Rules of the United States House of 
Representatives. For over six months. Plaintiff has sought documents pertaining to 


Civ. No. 


94 1033 


UK 111994 


15161 


2739 


- 2 - 


Madison Guaranty Savings & Loan Association of Little Rock. Arkansas < "Madison 
Guaranty”) from Defendants, but they have declined to produce any such documents 
other than those available to the general public pursuant to the Freedom of 
Information Act. Madison Guaranty, which failed at a cost to taxpayers of 
approximately $67 million, has come under intense scrutiny in recent months because 
of potential conflicts of interest and alleged diversion of funds for political or other 
improper purposes. Allegations have also been raised concerning regulatory delays 
in closing Madison Guaranty. 

Based upon these and other alleged irregularities, both the Senate and 
the House of Representatives have voted to investigate and hold hearings regarding 
Madison Guaranty. Moreover, the Federal Home Loan Bank Act, as amended by the 
Financial Institutions Reform and Recovery Act ("FIRREA"), requires the Committee 
to hold an oversight hearing within thirty (30) days of receiving each semi-annual 
report from the RTC. 12 U.S.C. §1441a(k))6). The RTC’s most recent semi-annual 
report was submitted on April 29, 1994; the statutorily mandated heating must 
therefore occur no later than May 31, 1994. The status of the RTC's investigation 
into the circumstances surrounding the failure of Madison Guaranty will be a subject 
of that hearing.- 

Defendants have refused to make available the requested documents on 
the ground that only the majority party in Congress - which also controls 

- Although the Chairman of the Committee unilaterally cancelled the required 
hearing on the RTC’s November 1, 1993 semi-annual report. Plaintiff is confident that 
the Committee will comply with the law and hold hearings on the RTC's most recent 
report 
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Defendants - is entitled to request such documents. Not only does Defendants' 
position depart from their well-settled custom of cooperating with the Ranking Minority 
Member, it also neglects the obligation of the Ranking Minority Member to fulfill his 
oversight responsibilities even when senior Administration officials are implicated in 
wrongdoing. 

Therefore, immediate access to the requested documents is essential 
for the proper performance by Plaintiff of his oversight responsibilities pursuant to 
FIRREA and House Resolution No. 394. In this action. Plaintiff seeks the documents 
pursuant to the Freedom of Information Act. 5 U.S.C. § 552(b) ("FOIA"), the 
Administrative Procedure Act. 5 U.S.C. § 706 ("APA"), and the Financial Institutions 
Reform, Recovery, and Enforcement Act of 1989, 12 U.S.C. § 1441a(k). 

Accordingly, Plaintiff respectfully urges this Court to enter the briefing 
schedule set forth in the attached proposed Order so that this matter may be 
resolved as promptly as possible. The proposed briefing schedule is as follows: 

May 16. 1944 Plaintiffs Motion for Summary Judgment 

and Supporting Memorandum 

May 23, 1994 Defendants’ Opposition to Motion for 

Summary Judgment 

May 26, 1994 Plaintiffs Reply Memorandum in Further 

Support of Summary Judgment Motion 

May 27. 1994 Argument on Summary Judgment Motion 

(or as soon as this 

Courts schedule permits) 
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This schedule recognizes the urgency of Plaintiffs request. It also takes 
into account that Plaintiff has been seeking these documents for six months, and 
Defendants are fully aware of Plaintiffs claims. In view of the important public 
interests at issue, prompt resolution of this matter is. we respectfully submit, 
imperative. 


CONCLUSION 

For the reasons previously stated. Plaintiff James A. Leach respectfully 
urges this Court to enter the proposed Order setting forth an expedited briefing 
schedule for resolution of this case. 


Respectfully submitted. 



X(yi - 

R. Blirchfield > 

(D.C. Bar No. 289124) 

Jackson R. Sharman III 
(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 

Attorneys for the Plaintiff 


DATED: May 11, 1994 
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United States 

Office of Government Ethics 

1201 New York Avenue, N\V., Suite 500 
Washington, DC 20005 5917 


March 22, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE' s review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske 's office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or Secretary Bentsen 's 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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The Honorable James A. Leach 
Page 2 

In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC. OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.' 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports. 

Sincerely, 

^^Stephen D. Potts 
Director 


Enclosures 

cc: Lloyd Cutler 

Counsel to the President 

Jean Hanson 
General Counsel 
Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 
Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February 3, 
1993, by OGE's executive branch-wide "Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Standards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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When the pe t iti on for removal is granted. check dus boa. 

Remanded from Appellate Coun. (3) Check this box for cases remanded to the district coutt for father action. Use the date of remand as the 
filing data. 

Reinstated or Reopened. (4) Check dus box far casts reinstamd or ranpened in tba district court. Use tht teopenmg date as the filing dam. 

Transferred from Anot her Ptoi cL (3) For esm irsmfanert under Tide 21 U.S.C. Section 1404(a). Do not usediis for within durnct transfers or 
muhidis tnct litigation tra n s fer s. 

Multidistrict Litigation. (6) Chacfc this box when a imiltidistrict case » transfetred into the district under authority of Tale 28 U.S.C. Section 
1407. When this box is checked, do not check (5) above. 

Appeal to District Judge from Magistrate Judgment. (7) Check this box for an appeal from a magistrate's decision. 

Vn. Requested in Complaint Class Action. Place m "X" in dus box it you are filing a dass action under Rule 23. F RXv>P. 

Demand. In this space enter the dollar amount (in thousands of dollars) being demanded or indicate other demand such as a preliminary 
injunction. 

Jury Demand. Check the a ppropr i ate box to indicate whether or not a jury is being demanded. 

vm. Related Caere This section of the JS-u ts used to refe-snee relating pending cases if any. If there are reined pending cases, msen the 
Dale and Attarney Signature. Date and sign the civil cover sheet. 
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• NOTICE O P RIGHT TO COHSEHT TO TRIM. 
BEFORE A PUTTED STATES MAGISTRATE JUDGE 


Xn a cco rdance with tha p wr wH«4ftn« of Tf 28> U.S.C. Section 
636(c), you are hereby notified that tha United States Magi strate 
Jtadges of this District: co ur t s , in addition to their other duties, 
upon the consent of ail parties In a dvil case, may co nduct nay or 
all prnresrlfngrr in a civil case, including a jury or nonjury trial, 
and order the entry of «* final judgment. 

You choaid be aware that y o ur decision to consent, oar not to 
consent, to the referral of y o u r case to a milted States Magistrate 
Judge nst be entirely voluntary* Only If all the pa r ties to the 
case co nsent to the reference to a Magistrate Judge will either the 
JUdge or ‘the Magistrate judge to whoa the case has been assigned be 
informed of yonr decision. 

In appeal f r on a judgment entered by a Magistrate judge may be 
taken directly to the united States Cour t - of - Appeals far this 

judicial circuit: la* the ae an appeal fr e e any other 

judgment of a District cour t. Alternatively, upon consent of all 
parties, an appeal free a judgment e nt e red by a Magistrate Judge 
nay be taken directly to a Di strict .JUdge* Cases in which an 
appeal is taken to a District Judge nay be reviewed by the united 
•States court of Appeals for this judicial circuit only fay way of 
petition for leave to appeal. 


MANCX MAYER-WEC 
Cleric of Co ur t 
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DISTRICT OF 


JAMES A. LEACH 

U.S. House of Representatives 
Washington , D.C. 20515 

RESOLUTION TRUST CORPORATION 
15th & Pennsylvania Ave . , N.W. 
Washington, D.C. 20220 

OFFICE OF THRIFT SUPERVISION 
1700 G Street, N.W. 
Washington, D.C. 20552 


SUMMONS IN A CIVIL ACTION 

CASE NUMBER: 

94 1033 


TO: m mm •» o n mw i 

Resolution Trust Corporation 
15th & Pennsylvania Ave., N.M. 
Washington, O.C. 20220 
Attn: John E. Ryan 

Deputy Chief Executive Officer 



YOU ARE HEREBY SUMMONED end required to file with the Cleric of this Court end eerve upon \ 


PUMMTIFF'S ATTOhNCV mm mmn 

Bobby R. Burchfield ] 

Jackson R. Shaman III 

COVINGTON & BURLING 

1201 Pennsylvania Ave., N.W. 

P.O. Box 7566 

Washington, D.C. 20044-7566 j 

♦ 

an anawor to tho complaint artrtch is htrourtth sarasd upon you, within W •S'S W e i 

this summons upon you, oxeiusiv-i of tha day of aomco. If you fall to do so. ludgmam Oy oofoutt anil os tanai s 
against you lor tno ml lot aom o ndto in tno complaint. { 


NANCY MAYER- WHITTINGTON 


»wr 1 J 1994 
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CERTIFICATE OF SERVICE 

1 hereby certify that I have caused true and correct copies of the 

foregoing Plaintiff's Complaint and Emergency Motion For Expedited Briefing 

Schedule to Resolve Summary Judgment Motion to be served on the following 

parties, on this 11th day of May, 1994: 

Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street N.W. 

Washington. D.C. 20552 

Mr. John E. Ryan 
Deputy Chief Executive Officer 
Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 

Washington. D.C. 20220 

The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Avenue, N.W. 

Washington, D.C. 20530 

Eric Holder, Esq. 

United States Attorney 
555 Fourth Street N.W. 

Washington, D.C. 20001 


/ j£dcson R. Sharman III 
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RiSOLUTION TRUST CORPORATION 



Honorable Janas A. Lsach 
Ranking Minority Manbsr 
Committee on Banking, Financa 
and Urban Affairs 
Housa of Raprasantativas 
Washington, D.C. 20515 


RT-13279 
cc: Mr. Ryan 

Standard Distribution 
Mr. Adair 
Mr. Buckley 
•-'‘Ms. Kulka 
Mr. Binkley 
Mr. Collishaw 
Ms. Kauper 
Ms. Hinton 
OGR Reps & Staff 

May 2, 1994 Enclosures available t 
view in OGR 


R«: Pr— do» of Information Act App.al Mo. BTC-94-A014 


Daar Mr. Laach: 

This is in rasponsa to your lattar of April 11, 1994, 
appealing the Resolution Trust Corporation's rasponsa dated 
March 11, 1994, to your request for information related to 
Madison Guaranty Savings 4 Loan Association. While your initial 
request for information, dated December 9, 1993, was opened as a 
request made through our Office of Governmental Relations and not 
a request made pursuant to the Freedom of Information Act (FOIA) , 
5 U.S.C. $ 552, because of your statue as an individual Member of 
Congress, you were afforded no greater access than would have 
been afforded the general public under the FOIA. In your letter 
dated March 7, 1994, you specifically requested information 
regarding what "further recourse" was available to you within the 
agency to obtain access to the information you sought. The RTC 
responded in its letter of March 11, 1994, by explaining the 
RTC's FOIA appeal process. 

Consequently, we are treating your letter dated April 11, 
1994, to be an appeal, pursuant to the FOIA, of our previous 
responses to your requests for records. 


gffwt 9 1 umaifc 

By letter dated December 9, 1993, you requested "all 
documents related to Madison and its subsidiaries. " Your request 
went on to state that: 

Such documents would include, but not be limited to, 
administrative files, examination reports, interoffice 
memorandum (sic) , notes and minutes of meetings 
(including telephonic meetings), correspondence, 
electronic mail and agreements the RTC entered into 

SOI J7m Skmt. N.W. MtxNngton, DC 2004 
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with private sector contractors during the resolution 
of Madison. In addition to documents in possession at 
RTC-Washington, I request access to all documents 
related to Madison held at RTC field offices. 

He interpreted this request to include all records created 
by the RTC and records in possession of the institution at the 
time it was put into receivership and still in the possession of 
the RTC. Because your initial request encompassed approximately 
500 boxes of records, the RTC supplied your staff with a number 
of inventories pertaining to records of the RTC which relate to 
Madison Guaranty and Madison Financial Corporation. In an effort 
to expedite your request and avoid supplying you with information 
in which you had little or no interest, we asked your staff to 
utilize the inventories and indicate which records were being 
sought. 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of 
these discussions, the RTC reviewed the appropriateness of 
disclosing the requested categories or specific files of 
information. Access to certain of these categories was denied, 
while access was granted in whole or in part to other categories. 
A substantial number of records were not specifically requested 
by your staff and accordingly were not addressed. As a courtesy, 
we have supplied your staff with copies of any Madison-related 
record processed pursuant to any other FOIA request, even though 
your staff did not indicate any special interest in that record. 
As a result of this procedure, the RTC has disclosed over 8,000 
pages of information to your staff, and it has placed copies of 
that information in the RTC's Reading Room for public access. 

For your convenience, we have enclosed another copy of the 
inventory of Madison related records. (Attachment A) 

Based on our previous dialogue with your staff, and noting 
the categories or specific files they requested, we have 
interpreted your request and your appeal to be limited to the 
following categories of information which were specified by your 
staff or were supplied to your staff as a result of processing 
other FOIA requests. As indicated below, you were denied access 
to certain categories of these records in whole or in part. 

These denials, in addition to your claim to absolute access by 
virtue of your status as a Member of the Congress, are the 
subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison, and any criminal referrals or 
correspondence with the Department of Justice pertaining to 
Madison. [Access was denied because to disclose this information 
could reasonably be expected to interfere with an enforcement 
proceeding. ] 

I5IT4 
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2. Loan or personal banking records pertaining to individuals 
or corporations/partnerships. [Access was denied because to 
disclose this information would constitute a clearly unwarranted 
intrusion into an individual's personal privacy or would reveal 
confidential commercial or financial information. This category 
includes requests for financial records which may relate to 
specific individuals or corporations and to portions of certain' 
inventories of documents and assets which have been supplied to 
your staff — e.g., no. 622 on the attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or 
would reveal confidential commercial or financial information.] 

4. Minutes of Madison's subsidiary, Madison Financial 
Corporation. [Access was denied because to disclose this 
information could reasonably be expected to interfere with an 
enforcement proceeding. ] 

5. Resolution documents pertaining to Madison. [Access granted 
in their entirety.] 

6. Documents in Legal files located in Kansas City. [On 
December 30th your staff was given a copy of the Kansas City RLIS 
(RTC Legal Information System) printout and then requested access 
to 18 files, portions of which were withheld as privileged. In 
addition, seven items on* the printout were redacted as 
privileged. 1 ] 

7. Congressional correspondence pertaining to Madison. [Access 
to portions were withheld to protect the identity of the 
constituents, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy.] 

8. Gerrish Report. [Access was denied because this document is 
protected under the attorney-client privilege, and to disclose 
this document could reasonably be expected to interfere with an 
enforcement proceeding.] 

9. Contract information. [On December 30th, your staff 
selected certain contracts off of the RTC's Kansas City CARS 
(Contracting Jtetivity Reporting System) and those contracts were 
disclosed in their entirety. ] 

10. Bidders Information Package. [Document no. 67 on the 
attached inventory. Access to salaries of Madison employees was 
denied, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy. Access to 


1 Upon review, we have determined that this information is no 
longer privileged. Accordingly, a supplemental release is 
attached. (Attachment B) 
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portions which identified certain depositors was also denied 
because to disclose this information would reveal confidential 
commercial or financial information. 2 ] 

11. Bank Board Examination Reports of Madison. [These reports 
were denied because they related to reports prepared by a 
financial institution regulatory agency which requested they be 
withheld. ] 

If y$u are interested in obtaining access to types of 
documents other than 'those listed above or which have been 
disclosed to you previously, please refer to the inventories 
which have been supplied to your staff and contact the F0IA/PA 
Branch, International Place, 1735 North Lynn Street, Rossyln, 
Virginia 22209. 

■>* 

Access .by individual Hfibtn gf-*ht fiarama 

In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be 
privileged, protected by the Privacy Act, or protected by the 
Trade Secrets Act. In effect, you disputed 1 our position that you 
were entitled only to the same access as would be afforded to a 
member of the general public pursuant to the FOIA. Previously, 
on January 14, 1994, your staff submitted a memorandum which 
concluded that as Ranking Minority Member, you appeared to "have 
the appropriate institutional status to obtain records within the 
Committee's jurisdiction upon request and without limitation." 

See Memorandum to Representative James A. Leach, from the 
Minority Staff, subject N Rights of a Ranking Minority Member for 
Access to Agency Records," January 14, 1993 (sic) (hereafter 
referred to as the Minority Staff m Opinion m ) , at 1. Your staff 
came to this conclusion based on their assertion that a Ranking 
Minority Member has all the rights of a Committee and that 
subsection (d) of the FOIA, 552 U.S.C. $ 552(d), precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law 
and have concluded you are only entitled to the same access as 
would be available to any member of the general public tinder the 
FOIA. Furthermore, we have concluded that as long as your status 
is that of an individual Member of Congress, we would be 
prohibited from disclosing information potentially covered by the 
Privacy Act and the Trade Secrets Act. Moreover, we believe that 
disclosing privileged information to you could raise questions of 


2 Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review, we have 
determined this information may £>e disclosed. Accordingly, a one- 
page supplemental release is attached. (Attachnnt c) 
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waiver and could detrimentally affect any further legal action 
that may be contemplated regarding Madison. In sum, we have 
concluded that the RTC may appropriately withhold information 
from you pursuant to FOIA exemptions. 


COMMITTEE .STAfflS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a Committee is based 
on four arguments: (1) the position stated in an Amicus Curiae 
Brief submitted by the Speaker and Bipartisan leadership Group of 
the House of Representatives in the matter of United States v. 
McDade, Crim. Action No. 92-249 (E.D. Pa.); (2) Congress has the 
right to investigate and the majority should not suppress the 
minority's efforts in this area; (3) various rules of the House 
and the Banking Committee grant you independent investigatory 
authority commensurate to that of the Banking Committee; and 
(4) there is sufficient "institutional imprimatur" to afford your 
effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States v. McDade, and ve do not consider your staff's reliance 
upon the statement made in the Amicus Brief that the Ranking 
Minority Member is "the functional counterpart of the Chairman" 
to be on point. Nothing in the brief or the Court's written 
opinion on the case addresses the issue of a Member's right of 
access to agency information, nor do they infer that a Ranking 
Minority Member has all the authority of a Committee. The 
characterization of the Ranking Member as the "functional 
counterpart of the Chairman" is in terms of preparing the 
minority's proposed legislation and amendments to the majority's 
proposals, and managing the minority staff, etc., and not in 
terms of the authority of the individual Member to compel access 
to information from agencies. This very narrow characterization 
is for a particular purpose and has been taken entirely out of 
context. 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
Committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the 
Banking Committee's own rules on the issuance of subpoenas (which 
normally does form a basis to compel production of documents) , 
which may be authorized only by a majority of the members voting, 
a majority being present, and not solely by the Ranking Minority 
Member. See House Banking Rule XI. 3. 

Congress' right to investigate matters related to alleged 
waste and fraud is not in dispute. The real issue is whether the 
Ranking Minority Member, on the authority of that position 

15177 
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solely, can conduct such an investigation. It is clear that 
Congress could have allowed the minority the ability to undertake 
an investigation on its own if Congress had seen fit to do so. 3 
Absent clear legal authority on this point, the Opinion argues 
that the majority's ability to limit the minority's investigative 
authority is bad policy. Whether this is true or not is 
irrelevant to the issue of legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough ' institutional imprimatur' to 
satisfy agency policy and existing case lav on Congressional 
access to agency documents." Opinion at 8. While the Minority 
Staff notes a request for travel funds has been granted by the 
Chairman, it fails to address the fact that the Chairman has 
publicly stated the Committee is not, at this time, undertaking 
an investigation. We believe that statement to be 
determinative. 4 

It is our opinion the arguments presented to show that you 
have authority commensurate with that of a Chairman or Committee 
are not sufficiently persuasive, and accordingly your request 
must be considered as made by an individual Member of Congress 
and not a Committee. ' 


FOIA AND PRIVACY ACT ACCESS 

The Minority Staff also argues based upon your individual 
capacity as a Member of Congress, you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the 
Opinion claims you are entitled to access pursuant to 5 U.S.C. $ 
552(d) which states that the FOIA "is not authority to withhold 


3 See, 5 U.S.C. S 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee") . 

4 We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/Whitevater matter. However, it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for records 
from a properly designated Congressional entity regarding this 
matter, we will reply appropriately. 
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information from Congress." The dispositive question is whether 
you, as an individual Member of Congress, fall within the scope 
of subsection (d) . s 

In this regard, the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army, 613 F.2d 1151 (D.C. 

Cir. 1979), and FTC v Owens-Coming Fiberglass Corp, 626 F.2d 966 
(D.C. Cir. 1980) . 4 We have reviewed both opinions and find these 
cases do not clearly afford a Ranking Minority Member access to 
records protected by the Privacy Act and Trade Secrets Act, nor 
do they clearly allow access to privileged information. As a 
consequence, we are not persuaded you have access rights other 
than that which is afforded to the general public under the FOIA. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act-protected information. See Opinion, at 7, 
n. 30 6 31, we are not persuaded for two reasons. First, Murphy 
did not address Privacy Act issues; rather, it exclusively 
involved the FOIA. Secondly, we continue to maintain the 
position that the plain language of the Act, which specifically 
authorizes disclosure "to either House of Congress, or, to the 
extent of matters within its jurisdiction, any committee or 
subcommittee thereof, any joint committee of Congress or 
subcommittee of any such joint committee," 5 U.S.C. S 
552a (b)(9), does not authorize the disclosure of a Privacy Act- 
protected record to an individual Member of Congress acting on 
his or her own behalf or on behalf of a constituent. See OMB 
Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. U.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy 
Act exemption in $552a(b) (9) applies only to a House of Congress 


3 We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of Congress 
are not covered under subsection (d) . See FOIA Update , Winter 
1984, at 3-4 ("OIP Guidance: Congressional Access Under FOIA"). 


* The Opinion also apparently relies on two pr e-Murphy cases, 
EPA v. Mink, 464 F.2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973); and Koch v. Department of Justice, 376 F. Supp. 313 (1974), 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion , at 7 n.30 . After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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or a committee or subcommittee, not to an individual 
congressman."); See also, Lee v. Dearment, 1992 Lexis 12533 (4th 
cir.). Inasmuch as your staff has not supplied clear authority 
to the contrary, we must maintain our original position. 

In regard to confidential business information, it is our 
opinion that Exxon Corp. v. FTC , 589 F.2d 582 (D.C. Cir. 1978), 
is controlling. In Exxon , the Federal Trade Commission received 
a request for information from Senator Hart on official 
stationery, asking that the data be made available to the 
Subcommittee. The Court concluded that: 

[Disclosure of information can only be compelled by 
authority of Congress, its committees and 
subcommittees, not solely by individual members; and 
only for investigations and congressional activities. 
Election to the Congress does not give an individual 
subpoena power over whatever information he may happen 
to be interested in, and particularly not over trade 
secrets. . . . 

Id. at 593. See also , Ashland Oil, Inc . v. FTC, 548 F.2d 977 
(D.C. Cir. 1976) . Thus Exxon stands for the proposition that 
material protected by the Trade Secrets Act cannot be disclosed 
to individual Members of Congress outside of the committee or 
subcommittee setting. 7 We have reviewed Owens-Coming , and we do 
not believe that it overrules Exxon . In fact, we believe the 
Court's approval of the FTC's approach of distinguishing between 
"official" and "unofficial" Congressional requests, See Owens- 
Coming, 626 F. 2d at 974, comports with Exxon . 

Finally, we disagree with your staff's assessment that 
Murphy allows you total access to privileged information, if not 
all information protectable under the FOIA. Murphy dealt 
exclusively with the question of whether an agency (in this 
instance the Army) had "waived" its right to protect privileged 
information under the FOIA because it had provided that 
information to a Member of Congress in his individual capacity. 
See 613 F.2d at 1155. Relying on the operation of the 
predecessor to present FOIA subsection (d) , 5 U.S.C. S 552(c), 
the D.C. Circuit refused to find "waiver," and held a disclosure 


7 Virtually every court that has considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g., General Elec . Co. v. MFC, 750 F.2d 
1394, 1402 (7th Cir. 1984). Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
[which is] privileged or confidential." 5 U.S.C. S552(b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g.. Rural Housing Alliance 
v. United States Department of Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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of privilagad information to a Membar of Congress, whether within 
the committee context or not, does not constitute waiver for the 
purposes of the FOIA. Id., at 1159. Consequently, to the extent 
Murphy may be interpreted to afford you access to otherwise 
exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of 
privilege and not any record protectable under the FOIA. 

However, even this limited interpretation has been rejected 
by the United States Court of Appeals for the Eleventh Circuit, 
which held that an agency is protected against waiver only if the 
disclosure is "involuntary," (i.e., being compelled to disclose 
the information either by subpoena or a threat of subpoena) • 
Florida House of Representatives v. United States Department of 
Commerce, 961 F.2d, 941, 946 (llth Cir. 1992). Inasmuch as 
individual Members of Congress do not have the ability to compel 
disclosure pursuant to subpoena, it is apparent that the Eleventh 
Circuit would distinguish between requests by individual Members 
of Congress and requests by a committee or subcommittee. 
Obviously, if disclosure of information to a party would 
constitute a waiver of privilege, it is axiomatic that the party 
does not have an automatic right of access. Because disclosure 
to you could constitute a waiver of privileges, we feel compelled 
to continue to assert the privileges in the face of a request for 
records by an individual Member of Congress. 


CONCLUSION 

The Minority Staff's Opinion has failed to persuade us that 
you have authority commensurate with that of a committee or 
committee chairman. Consequently, we must treat your request as 
seeking the records in your individual capacity. We are 
prohibited by statute from disclosing to an individual Member of 
Congress information which may be protected by the Privacy Act. 

5 U.S.C. S 552a(b)(9). Similarly, we cannot disclose information 
of the type protected by FOIA exemption (4) and the Trade Secrets 
Act. Finally, because of the split between the D.C. Circuit (to 
the extent that Murphy affords you access to privileged 
information) , and the Eleventh Circuit regarding your access to 
privileged information, and in order to protect the privileged 
status of certain records, we must continue to take the position 
that we must withhold them. In sum, the case law refutes your 
staff's arguments that you, as an individual Member of Congress, 
are to be afforded any special status under the FOIA not afforded 
the general public. 

Application of FOIA Exemptions 

Because we have concluded you are only entitled to 
information disclosable pursuant to the FOIA, we reviewed the 
records for which you were denied access and have determined they 
were appropriately withheld pursuant to Exemptions 4, 5, 6, 7(A), 
7(C) and 8. 
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Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential." 5 U.S.C. S 552(b)(4). Where the submission of 
information to the government is voluntary, commercial and 
financial information is deemed to be confidential for purposes 
of exemption (4) if it would customarily not be disclosed to the 
public. Critical Mass Energy Project v. Nuclear Regulatory 
Commission, 975 F.2d 871, 879 (D.C. Cir. 1992 (en banc ) cert, 
denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to bank there. When the Federal Government intervened 
at Madison, it assumed the institution's position pertaining to 
the voluntary relationship. Consequently, financial information 
contained within transaction files now in the possession of the 
RTC was voluntarily submitted to the RTC, albeit indirectly. 

Bank customers do not customarily make their financial 
information voluntarily available to the general public. In 
fact, a bank's customers have a legitimate interest in keeping 
the non-public aspects of their financial transactions 
confidential. See , e.g., In re Knoxville News-Sentinel , Company, 
Inc., 723 F.2d 470, 477 (6th Cir. 1983) (non-FOIA case, documents 
sealed "to protect the privacy rights of borrowers who dealt with 
the bank") . 

We, therefore, conclude that actual records of a customer's 
transactions and references to those transactions in the Madison 
Guaranty Board of Director's Minutes, or on lists of Madison 
assets, were properly withheld pursuant to exemption (4) . See 
Rural Housing Alliance v . United States Department of 
Agriculture, 498 F.2d 73, 78 (D.C. Cir. 1974). 

Exemption 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. S 
552(b)(5). Exemption (5) incorporates and includes within its 
scope the protection of documents that would not be available to 
a private party through discovery in civil litigation. United 
States v. Weber Aircraft Corp. , 465 U.S. 792 (1984); FTC v. 
Grolier Inc., 462 U.S. 19 (1983). In other words, documents 
which are privileged in civil discovery are vithholdable under 
Exemption 5. Three specific privileges are being asserted by the 
RTC with regard to the Gerrish Report, portions of those 
litigation files that Michael McGarry requested access to, and 
the identities of the seven files redacted from the Kansas City 
RLIS printout. Those privileges are the attorney-client 
privilege, the deliberative process privilege, and the attorney 
work-product privilege. 
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The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. 

Mead Data Cent., Inc. v. Department of the Air Force, 566 F.2d 
242 , 252 (D.C. Cir. 1977). The Gerrish Report was an analysis of 
potentially illegal activity alleged at Hadison Guaranty and was 
prepared for the institution by its attorney. As such, it 
clearly was protected by the attorney-client privilege at the 
tine it was created. At the time the RTC assumed jurisdiction 
over Madison, it also assumed the client status. Since that 
document is still confidential, and contains communication 
between the attorney and the attorney's client, the RTC, the 
information is protectable by the privilege. Moreover, portions 
of litigation files that were withheld contain correspondence 
between the RTC and outside counsel which is similarly protected 
by this privilege. 

The attorney work-product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947); Fed. 
R. Civ. P. 26(b)(3). The purpose of the privilege is "to promote 
the adversary system by safeguarding the fruits of the attorney's 
trial preparations from discovery attempts of the opponent.” 
United States v. American Telephone & Telegraph Co., 642 F. 2d 
1285, 1299 (D.C. Cir. 1980). In this particular case, the 
attorney work-product privilege is being used to withhold 
portions of the litigation files in Kansas City and the 
identities of those cases redacted on the RLIS printout. In the 
case of the litigation files, the documents consist of 
information reflective of the RTC's litigation strategy. The 
fact the litigation may have been terminated does not limit the 
ability of the agency to invoke the privilege. FTC v. Grolier 
Inc., 462 u.S. 19, 28 (1983). In the case of the redacted 
matters on the RLIS printout, the RTC only redacted those matters 
that had not yet become public, e.g., litigation was being 
contemplated. Because such litigation had not yet become public, 
to disclose those matters at this time would undermine the 
adversarial litigation system. Accordingly, this information was 
properly withheld pursuant to the attorney work-product 
privilege. 

The final exemption being invoked is the deliberative 
process privilege. This privilege applies to documents that 
reflect deliberations which are part of an internal decision- 
making process. NLRB v. Sears, Roebuck A Co., 421 U.S. 132^ 

(1975) . To be protected, a document must be pre-decisional or 
generated before the adoption of an agency policy or decision. 
Coastal States Gas Corp. v. Department of Energy, 617 F.2d 854 
(D.C. Cir. 1980). In this particular case, documents located in 
the Kansas City litigation files clearly reflect the decisional 
process regarding how to proceed with the litigation. 

Accordingly, they are protected by the deliberative process. 
Similarly, the Gerrish Report consists of advice and 
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recommendations pertaining to activities in Madison which the RTC 
has included in its decisional process on how to proceed in this 
matter . 

Exemption-fi 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison, salaries of employees of 
Madison Guaranty, and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all 
information about individuals in personnel and medical files and 
similar files N where the disclosure of such information N would 
constitute a clearly unwarranted invasion of personal privacy." 

5 U.S.C. S 552(b)(6). In making this determination, the 
individual's privacy interests are balanced against the public's 
interest in having the information disclosed. The threshold 
requirement of exemption (6) , that information be contained in a 
personnel, medical, or similar file, has been construed by the 
Supreme Court to extend the coverage of the exemption to any 
agency records containing information about a particular 
individual that can be identified as applying to that individual. 
Department of State v. Washington Post Co., 456 U.S. 595 (1982). 

Moreover, in analyzing privacy interests, the Supreme Court 
has held that disclosure depends upon the nature of the requested 
documents and its relatidnship to the central purpose of the 
FOIA, which is to expose to public scrutiny 

[ojfficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in various 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press, 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individual's 
personal banking records or documents that reflect such 
information, we find such records do not shed "light on the 
[RTC's] performance of its statutory duty." The actual banking 
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records themselves "reveal little or nothing about [the RTC's] 
own conduct." 1 Accordingly, this information was properly 
withheld pursuant to exemption (6) .* 

Thus ve conclude that actual transaction files of persons 
who were customers of Madison Guaranty and references to those 
individuals' transactions in the Madison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622), are exempt from disclosure under exemption (6), inasmuch as 
disclosure of an individual's financial records would constitute 
a clearly unwarranted intrusion into those individuals' personal 
privacy. See , e.g., National Ass'n of Retired Federal Employees 
v. Horner , 879 F.2d 873, 875 (D.C. Cir. 1989), cert, denied , 

494 U.S. 1078 (1990). 

In regard to the salaries of Madison employees listed in the 
Bidders Information Package, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when the individual's 
name is associated with financial information. Id. An 
individual's income level is quintessential ly protected under 
exemption 6. See, e.g., Public Citizen , Inc. v. FTC, Civ. No. 
92-0010, slip op. at 8 (D.D.C. Mar. 19, 1993) (identities of 
those individuals who applied for affordable housing are 


1 To the extent an individual's banking records have been 
utilized by RTC investigations, that information would be withheld 
if it were incorporated in investigatory files, which at this point 
the RTC would neither confirm or deny, pursuant to Exemption 7(C), 
5 U.C.S. 8552(b)(7)(C), which allows records compiled for law 
enforcement purposes to be withheld if production of such records 
"could reasonably be expected to constitute an unwarranted invasion 
of personal privacy." See, e.g., Fitzgibbon v. CIA, 911 F.2d 755, 
767 (D.C. Cir. 1990) ("the mention of an individual's name in a law 
enforcement file will engender comment and speculation and carry a 
stigmatizing connotation") . Such information, if it were 
incorporated into investigatory files, would also be properly 
withheld pursuant to Exemption 7(A) (see the Exemption 7(A) 
discussion) . 

9 To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice v. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989). Accordingly, public information in an 
individual's banking files may properly be withheld pursuant to 
Exemption 6. 
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vithholdable because they would be linked to income levels) . 
Accordingly, the salaries of Hadison employees were properly 
withheld. 

In regard to the identities of the constituents on 
Congressional correspondence, they also were properly withheld 
pursuant to Exemption 6. The nature of a constituent request is 
ordinarily seeking assistance, and many constituents recount 
personal financial hardships or other circumstances in their 
communication. In Holy Spirit Association v. Department of 
State, the District Court of the Southern District of New York 
found a privacy interest in a similar batch of letters between 
constituents and their United States Senators. In weighing the 
public interest in disclosure against the privacy interest of the 
individual, the Court resolved the balancing test in favor of the 
individual stating: 

[t]he Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their communities 
to their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. Supp. 1022, 1034 {S.D.N.Y. 1981). 

In order to continue to protect the privacy of the 
individual constituents, their names and other identifying 
information were properly withheld pursuant to Exemption 6. 


Exemption 7(A) 

Exemption 7(A) authorizes the withholding of "records or 
information compiled for law enforcement purposes, but only to 
the extent that production of such law enforcement records or 
information .... could reasonably be expected to interfere 
with enforcement proceedings." 5 U.S.C. S 552(b)(7)(A). Harm to 
law enforcement proceedings does not have to be based upon a 
document-by-document assessment, instead it can be made 
generically, based on the type of record requested. NLRB v. 
Robbins Tire £ Rubber Co ., 437 u.S. 214, 236 (1978). 

It has long been accepted by Courts that Exemption 7(A) was 
intended to apply "whenever the government's case in court would 
be harmed by the premature release of evidence or information," 
Id., at 232, or where disclosure would in some fashion impede any 
necessary investigation prior to the actual enforcement 
proceeding. See, e.g., Dickerson v. Department of Justice, 

942 F.2d 1426, 1429 (6th Cir. 1993). As you well know, 
investigations into Hadison-related matters are being undertaken 
by both the RTC and the Office of the Special Counsel. To 
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prematurely disclose the RTC's investigatory files and possible 
criminal referrals made by the RTC to the Department of Justice 
will obviously interfere with those investigations. To make such 
premature disclosures could reveal evidence and strategy in the 
government's case, see, e.g., Hanna v. United States Department 
of Justice , 815 F. Supp. 798, 808 (D.N.J. 1993) , or allow targets 
to suppress or fabricate evidence, see, e.g., Alyeska Pipeline 
Serv. Co. v. EPA, 856 F.2d 309, 312 (D.C. Cir. 1988). Similarly, 
to disclose the minutes of the Board of Directors of Madison 
Financial, a subsidiary of Madison Guaranty, or the Gerrish 
Report could reasonably be expected at this time to interfere 
with those ongoing investigations. 

Accordingly, the RTC investigatory files (which include PLS 
files) , the minutes of the Board of Directors of Madison 
Financial Corporation, and the Gerrish Report have been properly 
withheld pursuant to Exemption 7 (A) . 

Exemption 8 

Your staff had indicated that the Federal Home Loan Bank 
Board's examination reports of Madison Guaranty were of interest 
to you. Inasmuch as the Office of Thrift Supervision is the 
successor to the Bank Board, the request for those records should 
properly be directed to that agency. To the extent the RTC has 
such records in its possession, and because OTS has not decided 
to disclose those records, they are being withheld pursuant to 
Exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information "contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions." 6 U.S.C. S 552(b)(8). Exemption 8 has been 
broadly interpreted, see, e.g., McCullough v. FDIC, 1 GDS 
f 80,194 at 80,495 (D.D.C. 1980), and does not cease operation 
because the institution is no longer in business. Gregory v . 

FDIC , 631 F.2d 896, 899 (D.C. Cir. 1980). Accordingly, all 
examination reports are properly withheld pursuant to 
Exemption 8 . 


C9R9Hl»i9B 

For the foregoing reasons, your appeal is denied. This is 
the final determination on your appeal to the RTC. You have the 
right to obtain judicial review of this decision in the United 
States District Court for the District in which you reside or 
have your principal place of business, in the United States 
District Court for the District of Columbia, which is where some 
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of the records you seek are located, or in the Western District 
of Missouri, which is where other records you seek are located. 

5 U.S.C. s 553(a) (4) (B) . 

Sincerely, 

James Barker 
Acting Deputy General Counsel 

Enclosures 
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fectly normal and correct handling of the 
matter. No taxable event occurred what- i 
soever." says New York tax lawyer Mark i 
Weinstein. 

As evidence of the deal’s all-around i 
fishiness, the story claimed that the Gin- • 
tons and McDougals had actually "sold" ! 
the 230 acres to Whitewater Develop- i 
ment Corporation — that is. to them- : 
selves — in 1979. According to Time, i 
Whitewater itself had borrowed money to ; 
affect the purchase. Specifically, the story \ 
claimed that Whitewater used a S 1 82,6 1 1 : 
loan from Citizens Bank & Trust of Rip - 1 
pin, Arkansas — an even smaller Ozark vil- i 
lage than Yellville. But when 1 checked i 
with lames N. Patterson, the head of Citi- t 
zens Bank Sc Trust at the time, he told me i 
that his bank never made such a loan to < 
Whitewater while he was there. 

Patterson does acknowledge that Citi- i 
zens Bank & Trust issued a S 1 82,6 1 1 
mortgage encumbering the 230 acres in ; 
question. But the mortgage had. in fact. ; 
been issued more than a year earlier — in 
1978 — to the Clintons and McDougals i 
personally, who had used it to buy the I 
property in the first place. When the prop- • 
erty was moved over to Whitewater Dc- i 
veiopment. the $182.61 1 loan went with I 
it — leaving the Clintons and McDougals I 
still on the hook to make the payments if ! 
Whitewater should fail to do so. I 

None of this means that Bill and Hillary : 
Clinton's Ozark business affairs can pass i 
the white glove test. Land deals in the I 
Ozarks conjure images of back-scratching j 
men in shirtsleeves and suspenders, put- i 
ting together projects with names like i 
“Tears of the Gods Vacation Ranchettes." 
Any reporter with a nose for news can i 
smell a story in such circumstances. 

Investigative journalist lames Ring Ad- . 
ams. author of two well-regarded books i 
on bank fraud, has come up with some i 
canceled checks. He says they suggest i 
that Clinton's business partner. McDou- i 
gal. may have been looking the other way j 
when an S&L he ran — Madison Guaran- i 
ty — permitted more than $400,000 in j 
checking-account overdrafts. Adams says j 
several of these overdrafts coincided with t 
Arkansas political fund-raising efforts for i 
Clinton. No direct evidence ties these i 
overdrafts to Clinton. Folks at the right- I 
leaning American Spectator say that a sto- i 
ry by Adams on all this is scheduled to ap- | 
pear in the magazine's February issue. 

In sum. what is there to say but here's 1 
hoping others in the media learn from i 
Time's mistake? Overreaching by the i 
press is what gave Bobby Ray Inman the I 
excuse he needed to sound righteous at | 
his "1 quit" press conference last week. A : 
few more episodes tike last week’s Time i 
gaffe, and it could turn out to be just what I 
Bill Clinton needs to discredit all press i 
coverage of the Whitewater affair and get 
the pesky scandal behind him once and i 
for all. ■■ i 


Call 



for,, ' • 

INFORMATION 

* \ *■ 

' \ ^ \ ' 

For the latest on restaurant 
trends, nightspots, 
Broadway and Off 

f — ' 

Broadway shows, concerts, 

, . L- ^ 

sporting events, and more, 
turn to New York's 
Information Services 
lent* 

Jf^get information about 

any articles or reviews 

^Jjjafchdve appeared in 
New Yo rkfiv sPtatr 
212-880-0755. 

Rediscover the world's 

f r 

* greatest city by calling 
the Information Services 

• V ( 

Department, Monday— 
Friday, 10:30 A.M. to 
4:30 P.M. 


'WK/lANUARY 31. 1994 


15189 



2767 




Whether or 
not the story 
turns out to 
be more than 
an extended 
fishing 
expedition, it 
is already 
clear that the 
frenzied 
media are 
feeding on 
bait dangled 
by a master 
of media 
manipulation 

by Trudy 
Lieberman 


20 



“The mainstream media (to which we mail 
ClintonWatch regularly) is now beginning to par- 
rot much of the information and analysis we 
break.” — ClintonWatch. November 1993 

“Citizens United has been a powerful force tyhind 
the exposure of the biggest story to hit 
Washington D.C. since Watergate.” — Citizens 
Agenda. February 1994 


I n a cluttered office tucked away in one of the 
many red-brick office condominiums that 
nng Washington. D.C.. David Borne, source 
par excellence to journalists dredging the 
Whitewater swamp, handles one of the eigh- 
teen calls he says be gets each hour. This one 
is from Bruce Ingersoll. a staff reporter for 
The Wall Street Journal. The discussion c en t ers on 
bonds. “I have a whole file on bond transactions,” 
Bossie tells Ingersoll. “I will get a report on what I 
find. I know you are trying to move quickly on 
this. You warn to come out before they come oul” 
A few minutes later Bossie says, “I don't know 
what I have to give you." but promises to spend 
the next couple of hours going through materials. 
“You're on deadline. I understand chat.” He then 
points Ingersoll in another direction. “Have you 
done anything on Beverly? [Presumably that is 
Beverly Bassett Schaffer, former Arkansas 
Securities Commissioner.) You guys ought to 
look into that. There will be lawsuits against the 
Rose law firm.” he adds. 

“Lot 7." Bossie tells me between calls, is the 
next big story. “ABC and U S. News 4 World 
Report are looking at Lot 7. We’re the only ones 
that have the abstract. Wade (Chris Wade, a real 
estate agent who sold some of the Whitewater 
loti) dumped the property and got something from 
the Clintons/* 


Trudy Lieberman is a senior editor at Coos inner 

Reports. 


The phone rings again. Bossie addressi 
caller as “Judge.” ‘That judge who called." I 
explains later, “called me in August and * 
had a friend, [another judge named) David 
who was in trouble because of Bill Clinic 
was this phone call and the charges that Hal« 
made through Bossie ’s organization. Cii 
United, that fueled David Bossie s zealous ir 
gation into Whitewater. Bossie s efforts ha 
turn, generated daily page-one headlines - 
another chapter in the saga of American pack 
r^lis m. “I’m the information bank,” he says. 

Bossie. the twenty-eight-year-old poi 
director for Citizens United, a conscrv 
Republican operation, runs an information h 
whose Whitewater production lines turn 
steady stream of tips, tidbits, documents, fac 
suspicions, and story ideas for the nation’s 
and for Republicans on Capitol Hill. Jourr 
and Hill Republicans have recycled much c 
information provided by Citizens United int 
ties that have can a shadow on the Clinton 
dency. 

Bossie, who says he worts sixteen hours 
on Whitewater, earned his Republican strip 
the national youth director in Senator R 
Dole's 1988 presidential campaign, and 
moved on during the 1992 Bush campar 
become executive director of the Presidt 
Victory Committee. His boss. Floyd Br 
worked as Dole’s Midwest political directoi 
ing the 1988 campaign, but is best known for 
ducing the Willie Horton commercial that Ji 
sink the presidential ambitions of Dem 
Michael Dukakis. 

Brown, with Bossie as a principal rcscai 
wrose "Slick Willie": Why America Cannot Tru. 
Clinton, a 192-page paperback released dunn 
1992 presidential campaign. At the tune, the 
paid little anenooo to the book's revelations, it 
ing a pre v ie w of the current Whitewater scenarv 

Since the Arkansas judge's telephone cai 
August. Citizens United has collected thou - 
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WHITEWATER 


of facts and documents on Whitewater and pack* 
aged it all to catch the attention of the press and to 
restokc the story whenever it threatened to die 
down. 

Bossie and Brown have been briefing people 
since October — “the top fifty major publications, 
networks, and editorial boards." Bossie says. 
"We’ve provided the same material on the Hill 
both on the House and Senate side." An equal 
opportunity source. Bossie says he would gladly 
provide documents to Democrats, but they haven't 
asked. 

Francis Shane, publisher of Citizens United’s 
ncwsiener. ClintonWatch. hesitates to say exactly 
whom they've worked with — "We don't particu- 
larly like to pinpoint people" — but he does say, 
"We have worked e loser with The New York 
Times than The Washington Times.” Jeff Gerth. 
The New York Times's chief reporter on 
Whitewater, hesitated to talk on the record. He 
did say. "If Citizens United has some document 
that’s relevant. 1 take h. I check it out like any- 
thing else.** 

Most of the information is found in five thick 
packets stacked up around the Citizens United 
offices, four of them neatly bound and betting the 
Citizens United emblem — an eagle and a flag — 
on the from. Them’s the volume titled "Arkansas 
Bond Deals with Stephens Inc.." which, among 
ocher things, details the potential problems Citize n s 
United perceives with a 1989 Arkansas Student 
Loan Association bond issue. "Truly there are 
many areas of this issue which need further investi- 
gation." the volume points out. Bossie himself 
styt. "They were making sweethe a rt deals through 
bonds." and then he adds. "The ones working on 
this ire Money magazine and The Bond Buyer” A 
second volume coven Bill and Hillary Rodham 
OintOD's tax returns from 1980 through 1990; a 
third details lawsuits involving James McDougal; a 
fourth is a collection of real cstaa abstracts; and a 
fifth is a package tided "Whitewater Do cu me n t s ." 
which contains an assortment of deeds, mortgages. 
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checks, letters, reports, balance sheets, and press 
releases. Citizens United has also compiled an 
eighteen-page list of “Criminal statutes relating to 
potential Whitewater Crimes." complete with legal 


ClintonWatch . a newsletter dedicated to 
"Proving Character Does Count in a President." is 
sent to all media and contains tales and tidbits that 
have found their way into the nanon’t news. The 
organization's official newsletter. Citizens 
Agenda, sent to its 11.000 subscribers periodical- 
ly. offers a morsel or two and boasts about the 
group s success in siccing the media on to the 
Whitewater story. Citizens United’s newest Infer- 
tnation effort is a Whitewater Fax Bulletin , also 
called ClintonWatch. which is fed to the media 
almost daily. "Nobody seems to have all the 
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“Everything 
Hale has 
done [with 
the media] 
has gone 
through us,” 
says Clinton- 
Watch’s 
publisher 


» 


aiuwers. but by sharing oar information with 
members of the media, we can 
together ... We 
day*" Brown said in launching his new fax service 
in forty March. One of the fine Fax Builetxns wet 
aimed at stirring up interest in Lot 7, which Bovie 
had told me was the neat big story. 

The March 1994 issue of CUtuonWatch character- 
ized the organization's impact on Whitewater 
press coverage this way: “We here at 
CUtuonWatch have been working day and night 
with the major news media to help them get the 
word out about the Clintons rod their questionable 
dealings in Whitewater and Madison Guaranty.” 
Of course. Citizens United is not the only source 
of information on Whitewater. And reputable 
rep or t e rs do their own digging and doubiecheck- 
lag. Still, an ejuonination of some 200 news *to- 
ries from the major news outlets aited or published 
since November shows an eehe similarity b etween 
the Citizens United agenda and what has been 
ap p earing in the press, not only in terms of specif- 
ic details but in terms of omissions, spin, and 
i m p li ca ti on. Here are four cases in point. 

David Hale talks 

Citizens United takes full credit for blowing the 
Whitewater story- wide open with what it calls 
Floyd Brown’s “exclusive news-making interview 
with Arkansas Municipal Judge David Hale.” 
Hate. who owned Capital M anag ement Services, a 
Small Business Administration-approved lending 
company, claims he was p reaa ed by then Governor 
Clinton to make a loan of $300,000 to Susan 
MeDougai. one of the Clinton's Whitewater part- 
ner*. who. he said, did not qualify. Part of this 
loon allegedly found Us way into the coffers of the 
Whitewater Development Carp. 

The November 1993 issue of CUntonWatch 
recounts much of what Hale add Brown in a fea- 
ture called “dimon Fingered in Loan Cover-Up." 
As that issue was making its way to the news 
desks of the nation’s media. Citizens United began 
wringing interviews for Hale with various news 
organizations. “Everything Hale has done [with 
the medial hat gone through us,” Shane told me. 

On November 2 The New York Tunes and The 
Washington Post broke the Hale story. Both deny 
that Brawn was the source. “Mr. Hale ass erted in 
in t erviews with reporters.” that CTmann bad person- 
ally p r ess e d him to make the $300400 torn, the 
Times article said. A few days later The 
Wa shingt on Times feattred in Us news c ohinws a 
copy of the $300,000 ch e c k payable to Susan 
MeDougai and signed by Hale. That cheek is in 
Boole’s W hite w a ter document oollecBcn labeled 
exhibit “B-l." 

Over the next seven! weeks, virtually ail of the 


major media carried Hale's version of the t 
but few l ooked into his political < 
his motives, or his credibility. M 
refo r m! to interviews they had had with Hale t. 
self. On November 7. for example, the . 
Angeles Times said. “In a series of imervic 
Halt provided this a cc ount On November 
NBC reported: “Now this man. a former lc 


told NBC News The November 13 issue 
Newsweek mentioned a “telephone intervk 
with Hale. On December 15. ABCs WoridN 
Tonight noted. This is David Hale, until recei 
a Lisle Rock investor ...” 


fcs power of attorney 
In the same story thm featured the S300JXX) chc 
The Washington Times lobbed another grenade 
printed a copy of a letter Hillary Clinton wrote 
MeDougai on November 28 , 1988 . asking 
power of a tt o rn e y over Whitewater matters. ’ 
Times portrayed the letter as proof that, des; 
their di sclai mer s , the Clintons were active m 
management of Whitewater. 

The tetter filtered t hrough the prose. In Jams 
USA Today credited The Washington Times' % < 
c los ure with kee pi n g the Whitewater issue sii 
rod The Wait Street Journal in a March 18 * 
on tha "s cr ap py 12-yearoid broadsheet" noted 
paper's power-of-attoraey "scoop.” A Ne: 
search turns up thirty-one news o rg a niz ations t 
cried the power of attorney tetter. Some used U 
show the Clintons were more than passi 
i n ve st or s in Wh ite w ater , a few amplified the foe 
The Boston Globe , for example, reported d 
Hillary Clinton obtained the power of attotm 
USA Today noted, comedy, that she didn't T 
tetter staking power of attorney is in the CUizc 
United file as exhibit “K-l.“ 

The foet that Hillary Clinton asked for power 
att o rney in 198S is aariguing. but dam U prove t 
CUntoas's long-standing involvement? Or cot 
there have been other ex pl a nati o n s? For examp 
waa MeDougai. who had experi en ced health pit 
lems. incapable of cleaning up the me 

tmm- ae. . t.-^ ■ 

W Mi wMf w ppw cniy mb i wwif 


Newsweek 'a February 7 issue revealed th 
Sheffield Nelson, a Little Rock attorney who V 
Clinton for go ve rn or in 1990. had tap 
with MeDougai. In thoae convert 
that the Clintone had c 
Whitewater losses, and 
quoted as saying, T could sink [the claim of 
$69,000] lore quicker din they could lie about 
... And BUI Clinton knows it” Newsweek said t! 
taps waa obtained from “indapendant sources b 
had been “authenticated" by Nelson. Sever 
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newspapers picked up Newsweek’ s findings. 

Two weeks later Representative Jim Leach, the 
ranking Republican on the House Banking 
Committee, handed to the press additional por- 
tions of the Sheffield Nelson tapes — giving the 
“sink and lie” quote even wider circulation. The 
Los Angeles Times in a story crediting Leach with 
release of the tapes did note that a portion of 
Nelson s interview with McOougal “was previous- 
ly provided to some reporters by sources who 
asked not to be identified.’* 

CNN picked up the story, named Leach as the 
source of the tapes, and cited “new evidence resur- 
recting some of the most senous questions about 
President Clinton's role in the Whitewater contro- 
versy." CNN showed viewers a S6.300 
Whitewater check for payment of a mortgage 
taken out by Hillary Clinton, which it said 
“appears to back up at least pan of the McOougal 
tape." but did not explain how. Nowhere in the 
broadcast did CNN demystify the implied connec- 
tion between the mongage payment and 
McDougai* taped statement. (Exhibit “J-9** in the 
Citizens United collection shows a “Whitewater 
Development Co. check #130. reflecting a 
S6.361.63 interest payment on H. Rodham. 
#23039.**) 

NBC waited until mid-March to do its version 
of the Nehun tape, which it said “NBC News has 
obtained." It. too. gave prominence to the “sink 
and lie" quote. But NBC used a different check to 
back up McDougal's allegation on the tape, that 
the Clintons did not lose money on Whitewater. 
NBC said that among the Cilntons's losses for 
1982 was a check for S20.744. NBC noted that the 
White House said the money was for repayment of 
a White water-related loan. On camera. McDougai 
said the check was rep a yment for a personal loan. 
(Exhibit J-4 in the Boss* Whitewater collection 
notes: “Bill Clinton check #621 for $20,744.65 to 
Madison Bank & Trust noted as repayment of 
note." ABC had shown the same check five weeks 
earlier.) 

In his press conference at the end of March. 
Clinton admitted the check was not a Whitewater 
loss, but a loan, which he had forgotten about, 
taken out to help his mother buy a cabin. 

Was Citizens United a source for NBC’s piece? 
ClinionWatch publisher Shane says only. “We 
have a close relationship with them. We’ve 
worked with all the networks. Ira (producer Ira 
Silverman] does a good job." An incident reported 
in the Arkansas Democrat-Gazrne reveals how 
close that relationship is. In January, the paper 
said that former Arkansas Securities 
Commissioner Beverly Bassett Schaffer accused 
Bossic and an NBC crew of ambushing her out- 
side her office and then stalking her after she 
refused to grant an on-camera interview. 


Silverman was quoted as saying the inc i de n t was i 
the result of "aggressive journalism.’’ noting that 1 
Bossie was in Arkansas “for another aspect of I 
NBC’s investigation" into Whitewater. Silverman i 
says. “I talk to them (Citizens United] along with 
everyone else. Back in October and November it 
was difficult to develop sources." He added that 
early on Bossie provided sources. 

The only reporter who acknowledged a connec- 
tion between Citizens United and the tape was 


John Aloyams Farrell of the The Boston Globe. 
who reported that conservative activist Floyd 
Biown “is up to his old tricks .... This week Brown 
released a typical nugget to the press: a tape of a 
spring 1992 visit by Clinton's partner in 
Whitewater Development Co.. James McDougai. 
to the law offices of GOP attorney Sheffield 
Nelson." 

Vince Foster solicits the FDIC 
In 1989. Vince Foster wrote to the FDIC seeking 
legal work for the Rose law Ann from the govern- 
ment. which was beginning to clean up the savings 
and loan mess. The government was trying to 
recoup some of its losses by suing Frost A Co~ a 
Little Rock accounting firm that had been hired by 
the state to examine the books of Madison 
Guaranty. The government contended that Frost 
had issued a misleading report about Madison’s 
financial condition, in his letter. Foster said the 
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Stories were 

peppered 

with such 

phrases as 

“eyebrows 

are raised,” 

“questions 

persist,” 

“scandalous 

odors” 


70 


Ann does not re p r e s ent any savings and loan, 
tftaigh the fine ap p ar e n t l y had previously repre- 
sented Madison Guaranty, a conflict of 

interest. Rose got the job. 

The Washington Post, citing FDIC records, 
hratae the story of Foster's letter on November 3. 
three end s half months after his suicide. It was 
picked up later that month by The Washington 
Times and publications covering the thrift indus- 
try. The Wall Street Journal m enti one d it m a mid- 
December editorial. 

But h wasn’t until early January, after Odessa 
United featured Foster s letter in CUntonWatch. 
that it received prominent pUy in the m**™ The 
newsletter said that the Rose firm had settled its 
S60 m il l i on suit against Frost for SI mint™ *nd 
then “billed the government $400,000 for its trou- 
ble." It also emphasized a point The Washington 
Post h ad made in p a ss i ng It quoted from Foster’s 
toner: “ttjhe firm does not rep re sen t any savings 
snd loan association in state or federal regulatory 
ntaanrt," but added this “ (note the 

use of the present — not the past ~ tense)" 

Ftren January 1 to the end of Match, twenty- 
three news organizations lefrtred to the Fbaesr laaer 
— more than triple the that up the 
story after the November 3 Washington Post piece. 
Many, in c lu d ing The Atlanta Journal-Constitution. 
The Dallas Morning Newt . The Arizona Republic. 
and The Boston Globe, mendoned the $400,000 fee 
hi g h li ghte d in CUntonWatch. Nowaday, on January 
Id. called at t e ntion to Foster’s use of the present 
Mae in Mahore. 

AH of the surveyed papers quoted the same por- 
tion of Form’s toner. Only the Minneapolis Star 
Tribune gave the letter a fuller presentation. It 
added this from the letrer “ ... while there may be 


tactions or shuadon where a con- 
flict of interest would arise, we believe that the 
firm would not be ethically disqualified from serv- 
ing as fee counsd.” The peper goes on to point out 
■ Foster docs not m e n t i o n Rom's pare involve- 
nwRnMHWL 

The Star Tribune saury wee only one of two sto- 
ries during thst period that we found which 
wlance to the changes flying about 
At Clintons, and to quodon what the fan was all 
about. The other was a Jammy 31 Business Week 
«nted out that the -W hi tew at er care 


could cad with a whimper, out a bang." 

mg other raa ee ni , the 
Investigated many of the dealings of James 
Dmgai and coma up empty handed, a point that 
thotdd have been made m other make. (Reoeady, 
At Chicago Tribune tub The Weil Street Journal 
ured stories exploring the link between Bosato 
and Brown and the Wh n s wam s ta y. ) 

In mid-February, the FDIC cleared the Rose tow 
finn of conflict of interest in the Frost A Ca mat- 


ter. WDHam Safire refen e d to FDIC tavesttgatn 
sa “whimwa thcra . Republicans prevailed an d 
FDIC to reopen the case. 

Back in October. CUntonWatch exhorted th 
Washington news to “end their bar 
Ming shots Cameiot and get down to the busine-. 
of investigating the legal. ethicaL and mond shor 

onm in|» of (he Clinlnw w<wjpit>nhnB ** 

Whitewater is about character, publisher Fn 
Shane mils me. 'The American people have dec 
ed e president with 43 percen t of the vote. He is 
roan of no character. He may have to tell the pet 
pie be didn't come clean. We're saying Bi 
Clinton may noc be worth saving.” 

Many news organizations explain the impo 
tanco of W h i te wa ter in similar terms. Take Tim. 
for ins ta nce In a January 24 story laced with it 
er en c es to doc u ment s that also appear in Boasie 
W hi tew at er collec t ion, the magazine pronounce 
that “the investigation concerns the much torgi 
issue of whether a President and First Lady can 1 
trusted to obey dm law anl tell the troth." 

The c ha ract er issue can be turned on the pres 
which has shamelessly taken the hand-outs didst 
up by a highly partisan organization, with re* 
enuas of more than $2 million a year, withoi 
identifying the group as the source of their info 


Of course, journalists get leads and doc uatn 
from all kinds of sources, savory end otherwts 
Then the good journalist goes on to eorroborei 
amplify, and anaiyza the feats, and judge wbeth 
Feet A really does connect to Fact B. Those el: 
of the pieces v 



dad point out that no crimes and r 
iltogallttoe had been committed. Often they neve 
thetoes went on to string together assorted fee: 
wfcfcout dm connective tissue, instead, the store 
wree peppered with such phrases as “those inte 
viewed also wonder aloud," “eyebrows a. 
raised." “questions persist," “scandalous o dor s 
and “athically suspect sweetheart deal." Th 
approach bad the effect of implying guilt by ton 
enda The bigger the pile, the guahtor the Ointo 

As of dn writing in eeriy April, It appeared tfc 
Citizens United was still conducting outreach, 
brie fing tod by Floyd Brown for the Westtngp 
press corps was held at the National Press Cub ( 
IS 


According to Shar 
the ex p e rie nc e was like "trying to explain it to t 
to o rnmg d is a bl ed.- Apparently, though. Cidzs 
United was getting through. The next day t 
Arkansas Democrat-Gazette reported that Brov 
handed nut u “treasure nova of infonnatico" 
rep or t er s , “who grabbed them up like goodias.- 
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The Wall Street .journal 
Mav 5. 1994 

REVIEW & OUTLOOK 


What Is First International? 


ring H: . . - 

.men in imsing uv rs 
;> :;-i»ubiirar.s. ...aging :: *n 
>**v* .lames Baker. armoring ... 
..i* wane about tin* ..*a/e in lor. 

ins imt now rnat tin* Democrats an* 
ho ones ruling in ••xecutive-brnncn 
unotisines. mey re loss mteresien in 
answering reasonable miestions about 
their own interests. That so lar has 
been t::e experience m GOP Ren. 
William Clinger. who s heen tryinir to 
deconstruct the complex business in- 
'orests **i Ron Brown, the Heltwny 
wheeler-dealer appointed Commerce 


«nrnia.ii- ■t '" 1 ' 

■ wst is ;:-*t '*iostamia. .. 

,.|V I.. .mill Kiiraniv •« ■■■* '• ■ 
me suiwiimcm. . it >i 111 

..S 

. m „ue rinmna iw •••»«“"' 
•memoiiice: 


i:n>wn. the secretary s son. ana-oi 
.1 oeoDle-.Xolanda Hill. But until ro- 
ntly Ms. HUl was still employed at 
» aannel art. What this in enect means 


secretary. 

So tar Mr. Brown has essentially 
Monewaiied pome hut pointed —md 
we think reasonable -questions irom 
Rep. Ginger. ranking Remiblican on 
the Government operations Commit- 
tee. Rod. Ginger is concerned that 
Mr. Brown may have a imssible cun- 
diet ot interest because m his holdings 
m telecommunications companies at 
•he same time that 
:he Commerce De- 
partment is taking 
a lead role in build- 
ing the 'informa- 
tion -uperhigh- 
way." 

( »n Feb. In. Ren. 
i linger -in Mr. 

Brown a i«*ner ask- 
ing l«*r bill and 
complete nubile dis- 
closure mi his tele- 
com holdings. He didn't allege a con- 
flict. hut asked for more minrmation. 
••speciatlv about two oi Mr. Brown s 
comnamos. Harmon International atm 
First lotemaiional Coinmunicaiions 


that she may nave heen leasing 
•Hiipment to herself, for the beneiit ot 
vrseii ana Ron Brown. This at least 
-serves an explanation. 

We now come to First International 
oinmunications Corp.-ihe biggest 
mystery oi all. Mr. Brown s financial 
asclosure statement lists this firm as 
ms biggest asset, valued at s.VW.000 to 

• i million, tnougn it’s not evident that 
•le ever nut any money into it. First In- 
••mationai has been run out of the 
one nttice as Corridor Broadcasting. 

•”.e Nolanda Hill company that used to 
wn channel .**»». 

Hie only descnption .Mr. Brown ot- 
vrs oi this nnvntely held company is 

hut ii • provides international and do* 

nestic consulting and investment ser- 
ves. ' Mr. Brown won t say who First 
international < 'ommunications 

• uents are or what exactly it does. In 
response to Rep. i ‘linger s nuerv on 

• :us noint. a Brown aide wrote back an 
mnost comical non-reply: ’ The Sec- 
rotary s sole financial interest in this 
-ntitv is that lie owns an equity inter* 

-i. 



‘!iui Hiim n 


"*rp. 

Harmon leases equipment in IT 
( hamuM >o m Washington. Acconiing 
in Mr. Browns i manual disclosure 
statement. :ne cuinnanv worth 
- I.'j.IHMI In > riUNH). though lie Claims lie 
lerives im income in»m n. Ciunnei 
h's former *»wner was Nolanda Hill, u 
Brown inenn. She nought tlie Wash- 
aigton. U.C.. elation with a viu million 
'••an irom Minbelt Savings \ Loan 
down in Texas, which turned mil in be 

• .neoi flu* most comint uiMiiutions oi 
Hie SxVL nasco. As the Washington 
Post has nrevionslv renorted. Ms. Hill 
■letauUed on that loan, msting tax- 
payers vi:: million. But that didn't stop 
her at the nine irom donating some 
N77.Si‘» u> ihe Democratic I'artv. then 
. haimi i »v u ni Brown. 

flu* i ‘baton White Mouse grunted 
dr. Brown ■••Hues waiver, winch 
nows mm • lumnnaie mi imiirv 
.sailers mat ".mild alien ll.amon. me 
i'V-euuinment leaser. But recall how 
Hush White House Counsel c. Bovden 
Grey bad io uvest lumseli m hroao- 

• asting holdings, as did other Repub- 
lican oinciais. sometimes ai a sub- 
Manual loss, .tun Baker nad to unload 
hank stocks vvnen he was Treasuir 


Perhaps Mr. Brown minks mat he 
•••esn t have to be more forthcoming 
••cause lie pledged to recuse himself 
rom matters tnat .dieci First Inter- 
aiional. But Ins recusal is verv nar- 
•••wiv worded: lie promises not to act 
•a matters .meeting an "industry 
-•I tor m which he or tus wile hold 
. i manna I stake. The wording mi- 
nes i hat he doesn » recuse lumseli 
; i »ni all telecommunications matters, 
•niv those mat would directly benefit 
aim. In practice, tlus is an imnossi- 
>le distinction to draw. Moreover. 
Mr. Brown s wile is a ion executive 
vith \lbimar Communications, 
inch owns WKYS-FM in Washing- 
•ai i Mr. Brown also owns a Make m 
ubiman. 

! utes mis mean that me Seeretarv 
■ >n t :»•• involved in nouev atiecting 
.mo si. iimns out will he involved in 
ole regulation.' Vh.il .»:«»til nouev 
•••gaming TV stations, one m which 
direct Iv beneiits i.mi.* With Hie 
•tecnmmiinientiuns revolution noon 
•s. me lines between 'industry sn - 
• <rs ' blur. « 


SecretaiT. Indeed, ill urevinus admin- 


istrations. ei cars waivers nave seldom 
;>een granted and almost never i«.r 
Mimetmp with as direct an interest as 


-3" 


Mr. Brown lias. 


* n»v* ..i-’vm s : 

:: a:::;:- ■:> .meeting First ir.vr! 
a n •.* —less uraess lie nuonciv c. 
se> ii;«* ".noanvs i uents. - — 

:e omv wav tne miotic can me 
aether r.e > living up to lus nroini; 

•. was lor mts very reason that, nan 
ais contirtnation process, he nau 
disclose ms law nrm s clients: out 
Senator bomerea to ask him am 
First International. 

Now mat Rep. Ginger is asw 
■ pies uons. me Commerce secretary 
aeing evasive on this and other tin*. 

. tal matters. Alter me initial non-i 
:uv trom Mr. Brown s Commerce an 
Mr. Clinger sent a lollow-up letter 
Marcn ’ii asking tor a luller accoui 
mg by Apnl 1. Mr. Brown so lar hasi 
bothered to reply. His aide's previo 
tetter suggested waiting until May 
when the Commerce secretary is i 
t piired to tile his annual financial d 
« losure report, but it's not clear m 
muen intormation that report will cc 
Minor wnen it will be made public, 
surprises me verv mueft tnat tne\' 
Monewalling. ' Rep- Clinger says, 
raises my level of skepticism. 
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Fiske adds 2 lawyers 
in Whitewater probe 


:•/ jerry secer 

•Z MMHMOTON TIMES 


Special counsel Robert B. Kiske 
•Jr. yesterday unnounceu tne ap- 
pointment ot two additional law- 
yers to his Whitewater- Madison 
task force, adding that he mmnt 
increase nis stall in the near iu- 
ture ov ’one or two additional at- 
torneys.’ 

The announcement brines to 10 
the number ot lawyers Mr. Kiske 
lias hired, alone with a team ot 25 
FBI aeents ano financial experts. 

Meanwnile. m a related matter. 
Senate Republicans yesterday 
asked first ladv Miliary Rodham 
Clinton to let the Chicaao Mercan- 
tile Exchange release ner com- 
modity trading records. The Chi- 
cago exchange nus said it has 


— ... , IHj lliai iuuvs reco 

buthas refused to release then 
The newest Kiske appoint 
are James E. Reeves, a partnei 
ine law rirm ot Ward & Reeves 
v, ° and Gabnc 
k. woiohopan. an associate at i 
Boston law nrm ot Male & Don 
Fhev join eight lawyers nan 
in February including six rom 
lederai and state prosecutors , 
chored bv Mr Kiske. a former l 
attorney in New Vork: Roderick 
lainkler.a former assistant distr 
attomev in New Vork: and Russ 
Rusty Hardin Jr. an assist; 
district attomev m Houston a 
former Texas Mate Prosecutor 
the Year in 1989 


Mr. Reeves, who will work out of 
r he uttle Rock oiticc. is a 1948 
graduate ot the University ot Mis- 


-oun anu a i95l graduate ot the 
University of Missouri Law 
School. He has oeen assigned to 
handle the trial of Charles Mat- 
thews and Eugene f ttzhugn m con- 
nection with fraud accusations in- 
volving David L. Hales Capi- 
tal-Management services Inc. 

Ms. Wolohouan. who also will 
work out ot the Uttle Rock otfice. 
is a 1982 graduate ot Rutgers Cni- 
ersitv and a 1989 graduate oi the 
Columbia University Law achoot. 
Before loinmg Hale & Dorr sne 
was a law clerk to U.S. Distnct 
Judge Rya Zobel in Boston and 
later to J udge Batlev Aldnch in the 
1st Circuit Court of Appeais. 

Mr Fiske was appointed in Jan- 
uary by Attomev General Janet 
Reno to look into allegations of fi- 
nancial irregularities involving 
President Clinton and his wife: 
Madison Guaranty Savings and 
Loan Association: its owner. 
James B. McDougai: and the 
Whitewater Development Corp. 

Eight GOP members of the Sen- 
ate Banking Committee said in a 
letter to the White House yester- 
day that it would be "very helpful 
u> congressional investigative ef- 
forts" if Mrs. Clinton s trading rec- 
ords were provided. 

Mrs. Clinton turned a S 1.000 in- 
vestment in cattle commodities 
into a *100.000 pront in 10 months. 
Those profits are likely to be one 
•»f the topics of pending congres- 
sional hearings, now being negoti- 
ated bv Senate Minority Leader 
Bob Dole. Kansas Republican, and 
Senate Majority Leader George 
Mitchell. Maine Democrat. 
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Is Near End. Fiske Tells White House 


By Ann Devrov and Susan Schmidt 

Washneton Ho* Staff Wntm 


White House officials say White- 
water special counsel Robert B. 
Fiske Jr. has told them he is nearing 
the end of the first phase of his in- 
vestigation, prompting their own in- 
ternal investigation in preparation 
for summer congressional hearings. 

White House Counsel Lloyd N. 
Cutler said yesterday that he has ob- 
tained an agreement from the Trea- 
sury Department for access to its 
documents related to contacts White 
House officials had with Treasury of- 
ficials about Whitewater. 

Fiske yesterday declined to say 
how close he is to determining 
whether those contacts were im- 
proper or illegal, but said, It cer- 
tainly isn’t over." 

Fiske said White House officials re- 
cently asked him whether they would 
be interfering with his investigation if 
they reviewed the Treasury docu- 
ments. Fiske said he told them his in- 
vestigation was at a point where such 
a review would not interfere. 

“That’s all we told them," said 
Fiske, adding that White House offi- 
cials were not asking whether they 
should take such a step. — l 

Political appointees at Treasury 
have been running the federal Reso- 
lution Trust Corp. and had access to 
information about the crimina l and 
dvil cases arising out of the failure 
of Madison Guaranty. Savings & 

Loan in Arkansas. Madison was 

owned by James B. McDougal, joint 
owner with the Clintons of the 
Whitewater real estate venture in 
the Ozark Mountains. *’"* 

Senior Treasury and White House 
officials had a series of meetings 
about the Madison-Whitewater in- 
vestigation beginning last fall. 
Twelve officials in all have testified 
before a grand jury, and Fiske has 
subpoenaed all related documents, 
i Cutler said yesterday that Fiske 
had “withdrawn any objection” to the 
White House obtaining from Trea- 
sury copies of documents, memos 
and other written material related to 
those contacts. Fiske originally had 
asked officials at the White House 
and at Treasury not to conduct in- 
ternal investigations of the contacts 
because they could lead to coordinat- 
ing statements and other actions 
that would not be conducive to a full 
investigation by Fiske. 

Cutler and Treasury Secretary 
Lloyd Bentsen and top assistants 
worked out what Cutler said were 
procedures to keep from the White 
House any documents that involve 
the substance of the Whitewater fed- 
eral investigation but include docu- 
ments that relate to White House- 
Treasury discussions of it. *7 V-' 

An administration official said 
Treasury “had qualms” about the 
White House request because of 
fears that any discussion with the 
White House would be seen as collu- 
sion. The qualms prompted what 
amounted to a legal negotiation be- 
tween the White House and Trea- 
sury over the scope of the docu- 
ments that would be made available. 
Cutler said the procedures were 
“worked out agreeably” and -pro- 
duced “a full understanding that will 
keep us from seeing documents that 
we should not be seeing.” 



. ROBERT B. FISKE JR. 

. . . probe likely to go into 1995 



LLOYD N. CUTLER 



VINCENT FOSTER : 

. . . report on his death promised 


'Cutler said the White House's pri- 
mfery need for the documents was to 
pyp er c for 'Congressional bearings 
where Whitt House and Treasury 
officials might have to appear. The 
statin of those hearings has been in 
limbo, a wiring' word from Fiske that 
he would no longer object to at least 
^e^phase dealing with the White 
‘Hone-Treasury contacts. J * 
'While Fisluc’s overall investigation 
into Whitewater is expected to take 
a year or more, he has told congres- 
sional leaders that he was prepared 
to conclude the phase dealing with 
the contacts and with the death of 
White House deputy counsel Vincent 
Foster this spring or summer. Com- 
pleting the investigation in phases 
would allow -Congress to hold hear- 
ings, if it decided to proceed, in simi- 
lar phases. 

The Senate has voted to conduct 
hearings at a time and under circum- 


stances that do not interfere with 
Fiske’s investigation. Senate Majori- 
ty Leader George J. Mitchell (D- 
Maine) said Sunday of hearings, “We 
are going to do it as promptly as we 
can, do it right after the conclusion 
of the first phase.” 

Mitchell and Senate Minority 
Leader Robert J. Dole (R-Kan.) have 
been engaged in periodic negotia- 
tions over the timing and scope of 
any congressional hearings. 

Fiske said he planned to promptly 
issue a forensic report on Foster, 
putting to rest questions about 
whether there was foul play or if he 
committed suicide, as a Virginia 
medical examiner has ruled. 

Some sources close to the White 
House say they expect the report to 
be issued soon and believe it will 
conclude Foster's death was a sui-. 
cide. However, Fiske issued a broad 
subpoena two weeks ago that seeks 
to track documents that were in 
Foster's office at the time of his 
death. It could not be learned wheth- 
er that information will be pursued 
separately or become part of the re- 
port on his death. 

Fiske’s investigation now seems 
likely to stretch well into 1995. 
Fiske is still adding to his staff of 
more than 30 lawyers and investiga- 
tors: Two more lawyers were hired 
a week ago, and a message to FBI 
bureaus around the country last 
month said Fiske is seeking agents 
with backgrounds in finanrial and 

white-collar crime. 

In addition to the Washington end 
of the probe, the special counsel’s of- 
fice has been investigating the af- 
fairs of Madison Guaranty and the 
Rose Law Firm. Former municipal 
judge David Hale, who pleaded 
guilty to fraud charges and is coop- 
erating with Fiske, has appeared re-' 
peatediy before the grand jury in Lit- 
tle Rock, sources said. 

Hale, who owned a venture capital 
company backed by the Small Busi- 
ness Administration, has alleged that 
he was pressured in the mid-1980s by 
then-Gov. Bill Clinton, McDougal and 
Jim Guy Tucker (D), current Arkansas 
governor, to make fraudulent loans. 
One loan, in the amount of $300,000, 
was issued to an advertising company 
owned by Susan McDougal, and at 
least some of that mooey ended up 
buying land in Whitewater’s name. 

Clinton and McDougal both say 
the Clintons did not know the SBA- 
backed loan was used for White- 
water land. 

Hale, who made his allegations 
public last fall, has largely disap- 
peared from view. Court officials in 
Little Rock said he has at times been 
placed under FBI protection. 

In addition to pre s sing forward on 
the Hale allegations, Fiske’s staff 
has been poring over records at the 
Rose Law Finn, where Foster, Hilla- 
ry Rodham Clinton and former asso- 
ciate attorney general Webster L. 
Hubbell were all partners before 
coming to Washington. 

Fiske recently delivered a 3Vi- 
page list of clients and case files, 
most related to Hubbell’s activities 
at the firm, sources said. Among 
other things, the special counsel’s 
office is investigating Hubbell’s han- 
dling of a Madison- related lawsuit 
for the government and the legal 
bills he submitted. 
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Trafton to the Rescue: How Tough CEO 
Put Glendale Back in the Race Again 


;<v SAM ZL’CKERMAN 

'•AN FRAN riSCO — Resur- 
.ction in a miracle when it oc- 
.irs <*nce. < ilendale Federal 
tank's Stephen J. Trafton nas 
een through it twice in one 
ear. 

liieht months ago. in one of 
nc most sensational rescue op- 
rattons in savings industrv his- 
ory. Glendale's chairman and 
hief executive successfully 
ompleted the long-shot recapi- 
altzation ot the nation's fourth- 
argest thrift. 

Mr. Tratton s teat staved otT a 
jderal takeover of Glendale, 
used in the California city of 
ne same name, confounding a 
legion ot skeptics who had pre- 
dicted its demise. 

But fresh equity did not re- 
store Glendale to health. The 
thrift still faced a weak Califor- 
nia economy, falling revenue, 
ind stubborn credit problems. 
\t times us plagues seemed al- 
most biblical: earthquakes, 
iloods. and fires pounded the 
thrift's real estate portfolio. 

Back from the Brink 

Vet. just when it looked as if 
the roof was about to fall on Mr. 
Trafton again - with losses 
mounting, capital dwindling, 
share prices plummeting, and 
stockholders demanding his 
head - the 47-year-old executive 
once more pulled Glendale back 


from the brink. 

This go-round, it wasn t the 
capital markets but the timetv 
sale of Glendale's Florida opera- 
tions that bailed him out. 

He agreed to sell 60 Sunshine 
State branches and S3.6 billion 
in deposits to Barnett Banks Inc. 
for S243.5 million - a spectacu- 
lar b.7% deposit premium. 

The deal promises to shore up 
Glendale's balance sheet at clos- 
ing later this year. But beyond 
that, it has won back the affec- 
tions of a high-powered group of 
institutional investors who had 
become irate over Mr. Trafton s 
performance. 

Positive Signs 

To be sure, the Florida sale is 
not the only thing that turned 
Glendale shareholders around. 

Results for the March quarter 
showed the $17.3 billion-asset 
thrift’s revenues rising and its 
losses narrowing. California s 
business climate is looking 
brighter. And Glendale's current 
bulk asset sale will slash loan 
problems without requiring fur- 
ther writedowns or charges to 
capital. Mr. Trafton assures. 

'*We have experienced slow 
but consistent improvement." 
Glendale's chief said in an in- 
terview. 

That sense of progress is re- 
flected in Glendale’s stock price. 
Offered at $9 in September, 
shares fell below $6 after a $40 


miilion loss was reported for the 
December quarter. Now. despite 
ihe bear market tor stock. Glen- 
dale's snares have regained ail 
their lost ground. 

"It looks like the storm clouds 
arc clearing." said Salomon 
Brothers analyst Bruce Harting. 

Divisive Issue 

Ml the same, for months sale 
of the Florida branches was the 


I A Bumpy Ride for 

I Percentage cnange 


mam issue dividing Mr. Traftc 
and his investors. 

\fter putung the branches c 
the block. Mr. Trafton toe 
them oif in October. But u 
shartnolders demanded he pr 
ceed with the sale to provide 
capital cushion. Throughout u 
fall and winter. Mr. Trafton r 
fused. 

The December quarter pr 
ducea a worse- than-expecu 

g j jgwj »r>7. 

■la’s Stock 



Allied Bankshares Buying Georgia Thrift 


THOMSON. Ga.— Allied 
Bankshares Inc. and First Sav- 
ings Bank of Thomson. Ga.. an- 
nounced today that thev had 
agreed to merge. 

Under the agreement. First 
Savings will be merged into Al- 
lied Bank ot Georgia, a whollv 
owned banking subsidiary of Al- 
bed in a tax-free exenanee of 
First savings Bank snares lor 
shares m Allied common mock 
with a market value of aoproxi- 
■natch mi s million. 

The exenange is based on a ra- 
*"» I" shares «.i Mbcd r 
each share of First Savines. suo- 
• 't<itus;m'**v -n • *ni 

' dice : r.urcs trade r-utsiec a;; es- 


tablished price range at closing. 
The merger is subject to approv- 
al by First Savings shareholders 

and regutaiorv authorities and is 
expected to be closed in the 
fourth quarter of 1 994. 

First Savings is headquartered 
in Thomson. McDuffie Countv. 
Ga.. and has branches in Burke 
ana Wilkes counties. 

•rst •savines Bank rccortea 
: _ tal assets oi ST6 1 million ana 
•ncome oi S‘>4X.0()0 for I 4 **?. 

Mtcr tne mereer. Allied. ..iso 
based in Thomson, wiil have 
Hiking nations. « •( *imii II 
•'•ii K* :n 'even contiguous 
.*• . ..♦firm Savannan 
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Whitewater Goes Sack to Its Source. Threatening 
To Tip Boats in Race for Governor of Arkansas 


iv Vivrw .\uvxk 
\na Ellen Juan Holu* k 


in K.'onrrrr* fur Wu.i..XTnmini h\ai. 


: HIDESTER. Ark. - l think people 
round here ire tired of that wore White- 


vater. -avs David Butler, a part-time 
'•►cal prosecutor, as he listens to political 
.tump speecnes in iront of Barbara s Suoer 
'uds Washetena and Bolt's Mercantile. 

Mr. Butler may be right. but Arkansans 
iren t likely to nd themselves of Whitewa- 
■*r any time soon. 

:n fact, this fall's 
gubernatorial elec- 
am may wen hinge 
•n the reverbera- 
:ons of the unsuc- 
cessful real-estate 
venture that * 



> Hinted amone its 
•nvestors Bill and 
Hillarv Clinton. 

» m the one side 

> incumbent Demo- 
• raticGov. Jim Guy 
Tucker. He is hip- 
deep in the affair. 



Jim Guu Tucker 


liavuur been linked through a senes of 
complex deals to Clinton co-investor James 
McDougal and to David Hale, a former 
municipal judge who recently pleaded 
guUty to two unrelated felonies and is 
•^operating wun Robert Flske. the White- 
water special prosecutor. Newspapers re- 
ported this week that Mr. Tucker was 
named in a criminal referral by the Resolu- 
tion Trust Corp. in the fall. 

On the other side, barring an upset in 
Tuesday's Republican primary, is Shef- 


. field Nelson, the business executive and 
•nenme (Hinton booster turned virulent 
■•nernv. a conduit ot Whitewater scoops to 
he press ever since the 1992 presidential 
ampaum. Mr. Nelson nas ms own political 
: luggage, including tne fact that manv 
Arkansans icel he has shamed their state 


ist when it snmnd be natng men. 

Mr. Tucker. .. rmer congressman. 

■ is lieutenant governor wnen Mr. Clinton 
vnn me presidency. ! understand the 
: -*:tson 1 enaed tio oeing governor is oe- 

• tuse BUI Clinton earned California and 
New York ana George Bush threw no on 
he pnme minister oi Japan. ' he tells his 
itidience here. But that s OK. HI take it 
any way lean get it. 

The governor had been considered a 
-noo-in to win election in Novemoer: many 
\rkansans seem to prefer his straightfor- 
vard style to Mr. Clinton s efforts to please 
-vervone. But since vVhltewaier bios- 
- >med. he has oeen running scared. At the 
“.cart ot his worries are roughly $300,000 in 
federally backed loans that Mr. Hale's 
■ompanv made to Tucker-owned compa- 
nies. The loans were supposed to go to 
disadvantaged businesses, although the 
.- ivemor savs he didn t know that, and 
*nev nave attracted Mr. Fiske s attention. 

Meanwnue. the Kansas City Star rc- 
; toned Sunday that the RTC has asked the 
Justice Department to look into allegations 
that Mr. Tucker illegally diverted pan of a 
"J60.000 loan imm Mr. McDougal's Madi- 
-*n Guaranty Savings k Loan in 1985. 

John Halev. Mr. Tucker s lawyer, says 
•hat the governor nad a prettv complex 
.fe." lit- concedes tnat aitnougn notmng 
‘•as been nrnved. the dealings may kwk 
'tispicKHis in vniers. There are some 
:*eople who feel it it s simole. n s ()K: if it's 
»mptex. it's sinister. he savs. 

To discourage potential gubernatorial 

• haUemrers. Mr. Tucker amassed a $1 
million war rhest for this vear s campaign. 
Hut seven days oeiore the tiling deadline. 
Mr. Nelson nimoeo in. once. Mr. Nelson, 
he former rnairman *»i Arkla Inc., now 
‘ ram Energy i urn., was a Democrat wno 

icked Mr. Tucker s run tor a C.S. Senate 
-at in iuTS ana suoported Gov. (Hinton. 
:<ut when Mr. Clinton went back on wnat 


Mr. Nelson considered a nromise not to nm 
gain in 1990. Mr. Nelson swuened Dames, 
von the Repuolican gubernatorial nomina- 
• ion ana waged a bitter campaign against 
mm. 


His anti-Clinton crusade continued into 
the presidential campaign. It was tie wno 
put a New York Times reporter in touen 
vim Mr. McDougai. leading to tne first 
Whitewater story: a transcript ot a lete a 
•re between Messrs. Nelson ana McDou- 
gai about alleged improprieties in Mr. 
Tucker's business nas been circulated 


widely. 

Mr. Nelson turned off the spigot ot 
Whitewater information after polls showed 
his own negative rating creeping upward. 
People would like to blame someone for 
all the information that has come out. ' 
says campaign aide Betsy Pilgnm. ‘Shef- 
field is taking (he heat.'' Mr. Nelson says 
he wants to conduct a positive campaign, 
hut he can t help noting mat Whitewater 
will be of interest ' to voters. 

His worry is that voters may also still be 
interested in questions about him. includ- 
ing a 



Sheffield Xelson 


that dogfed him 
throughout the 1990 
campaign concern- 
ing a decade-old 
natural-gas deal be- 
tween Arida and 
Jerry Jones, now 
the owner of the 
Dallas Cowboys. 
Mr. Nelson says he 
was “totally 
cleared" and that 
the c o n troversy was 
very political." 
Jut some voters still 


r ememoer. At an optimists Club luncheon 
in Little Rock, wnere Mr. Nelson is the 
guest speaker, memoer Norman Mooney 
lonsptra tonally confides. You know. 
Sheffield has ms own Whiiewaier. ' 

Attempting to cash in on Mr. Nelson s 
vulnerabilities in Tuesoavs pnmarv is 
Steve Lueli. a < .OP state senator wno s 
•u»en dubbed in ethics beacon by me 


meal press. With little monev «»r name 
recognition. Mr. Lueil is at oest a long 
snot. But earner this week he was endorsed 
bv former Rep. John Paul Hammer* 
schmidi. a popular Republican wno served 
in Washington for gs vears. 

Mr. Lueli minks voters will have trou- 
ble buying Mr. Nelsons promise about 
positive campaigning. He argues mat the 
"public perception, particularly among 
Democrats' ” who make up most of the 
state's voters, is that Mr. Nelson has 
simply gone too far. Wrongdoing needs to 
lie uncovered, but there are "all kinds or 
wavs" to do it. Mr. Lueli savs. You can 
incover it with concern or vou can uncover 
: with glee. There s a line snmewnere 
here. 
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Fiske OKs review 
of Treasury papers 

jOCATFD Paccc 

•’eeiai counsel iv.jer: » i.-r.e .»: 
aiu vesteruav ne ::js c:ven me White 
House permission :o review ireasurv 
Department documents detailing cun- 
acts witn regulators » er me White* 
•vater-Madison anair. 

Mr. Fiske uescnoeo tne action as a 
limited steD to allow tne White House 
to prepare tor congressional nearinus 
on the financial ties Detween Madison 
Guaranty savings ana Loan Associ- 
ation ana Whitewater Development 
Corp. President Clinton ana Hillarv 
Rodham Clinton were partners in 
Whitewater witn Madison owner 
James B. McDoueai and his former 
wue. Susan. 

But Mr. Fiske said allowing tne 
White House to review tne uocuments 
mould not oe interpreted as a sum tnat 
hts review 01 the contacts is t mished. 

We have told them mat at tnis point 
•if the invesugauon tnat won t intertere 
with it. But the mvestisauon is not over. 

There s still more to do.* he said in 
a telephone interview from Little 
Rock. Ark. 

Mr. Fiske suopoenaeu a dozen Clin- 
ton administration on lcials at ter it was 
revealed that treasury Department 
regulators nad briefed the White 
House on the status of an invesugauon 
into Mr. McUougais tailed Arkansas 
thnft. 

Mr. Fiske said the White House 
agreed to take no acuons tnat might 
jeopardize ms investigation without 
1 irst cnecKinu witn him. 

I le said administration otfictals re- 
cently asKed lor permission to review 1 
the Preasurv uocuments detailing the 1 
contacts and tnat ne determined his 1 
investigation was lar enough along to 
allow tor sucn action. I 

White House Deputy Counsel Joel I 
Klein said yesterday tne White House I 
was just beginning to prepare tor con- | 
gressionai hearings, expected this 1 
summer, and had taken only a prelum* I 
narv view ot documents. 

Mr. Fiske uecuneo to discuss the sta- < 
tus of the inner part ot his wide- I 
ranging invesugauon. 1 

The revelation tnat the White House j 
and Treasury Department had discus- 1 
sions concerning tne status ot the Mad- I 
ison investigation toucned off a puiiu- 1 
cai firestorm 


USA Today 
May 17 , 1994 


WHITEWATER P W O EKi Special counsel Robert 
Fiske has given tne White House permision to review 
Treasury Department documents detailing contacts 
«itn regulators over tne Whitewater case. He called it 
1 limited step * to allow tne White House to prepare 
for congres&tonai hearuup on Whitewater, an Arkan- 
sas land deal in which the Clintons were co-owners 
with James McDougu. the owner of a (ailed savingi 
and loan now under invesuauon. “We have told them 
(hat at this point of the tnvesranon that won t inter- 
fere with il But the investigation is not over. * he said. 


\SZ 
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Whitewater-papers suit 
to get earlier court dates 

dv Jerrv Secer 

■* mksmmqton riMts 


Rep. Jim Leacn. wno has unsuccessfully 
sought Whitewaier-Madison documents tor 
five months, ana lawvers tor two federal 
agencies he sued tor me records vescerdav 
agreed to accelerated court dates tor legal 
arguments in tne case. 

The Iowa Kepuoucan. ranking GOP 
memoer of the House banking Committee, 
sued the Resolution frost Corp. iRTO and 
the Office of Thrift Supervision (OTS) last 
week for documents on Madison Guaranty 
Savings and Loan Association and White- 
water Development Corp. 

Mr. Leach, the leading proponent tn Con- 
gress for hearings in the Whitewater- 
Madison affair, ^aia in a lawsuit tiled last 
Wednesday in U S. District Court in Wash- 
ington that etforts ov ms ott ice to get the 
records had been reoutfed since Decemoer 
because of their potentially •embarrass- 
ing" content. 

Madison, an Arkansas thrift owned bv 
James B. McDougai that tailed in 1989 at a 
cost to taxpayers of S50 million, and White- 
water. a nortnem Arkansas real estate ven- 
ture involving President Clinton. Mr. 
McDougai ana their wives, are the tocus ot 
an ongoing investigation bv special counsel 
Robert B. Fiske Jr 

Mr. McDougai is suspected of diverting 
funds from Madison to several prominent 
Arkansas politicians, including Mr. Clinton, 
and of using Madison monies tor the White- 
water protect. .Most ot the accusations are 
lutlined in RTC investigative repons 
iumed over to tne Justice Department in 
nine cnminai reterrats. 

The accelerated court dates, agreed to 
vesterdav, are no guarantee the govern- 
ment intends to back down on its denials to 
Mr. Leach's requests tor the documents. 

The RTC. .vnich oversees tailed S&Ls. 
has argued that Mr. Leacn ‘tailed to per- 
suade* the agenev he had the necessary 
authority to receive me documents. 

"We are prombited bv statute from dis- 
closing to an individual member of Con- 
gress mformanon wmch may be protected 
by the Privacy Act.” James Barker. RTC 
general counsel for field operations, said in 
.i letter to Mr. Leach. 

•Case law retutes vour staffs arguments 
’hat vou. as an individual member or Con- 
gress. are to oe afforded anv special status 
inder the iFreeoom ot Information met I 
not afforded the general public." he wrote. 

Jonathan L Fiechter. acting director of 
GTS. also has taken issue with claims by 
Mr. Leach that tus agency had handled the 
congressmans requests for information 
differently than others — particularly to 
-ecords on Lincoln Savings and Loan Asso- 
ciation. m tne so-cailed Keating Five" 
case. 


lSl<* 


•• in eacn of those instances, the requests 
were initiated by the House Banking Com- 
mittee or the chairman, not an individual 
congressman.’ Mr. Fiechter said in a letter 
to Mr. Leacn. “As we have said, we are pre- 
pared to provide the requested documents 
•mce the Banking Committee or tne cnair- 
man endorses vour request." 

Mr. Fiechter said it was a long-standing 
position of the federal banking agencies ' 
not to provide conf idential records to in- 
dividual memoers of Congress outside of a 
formal request by a committee or its chair- 
man. 

"(t is necessary to protect candid com- 
munications between examiners and their 
supervisors and between the agenev and 
-avinas associations, because thev are in- 
tegral to etfective regulation.' he said. 

Congressional hearings in the White- 
water-Madison affair are tentatively sched- 
uled to begin this summer. It is up to the 
leadership ot both houses to specifically 
call for the heatings to oegtn. 

Mr. Leach had sougnt an accelerated 
court nmetaoie in his suit, savtng it was 
"imperative ' that legal arguments be set- 
tled "well in advance ' of pending White- 
water-Madison heatings m Congress in or- 
der to allow the release of the requested 
documents. 

V.S. District Judge Charles Richev has 
raid attorneys for Mr. Leach and the govern- 
ment that a motion for summary judgment 
and all leoal briefs in tne case are due by 
June IT. -nd that oral arguments would 
tollow. 



2779 


The Kansas Citv Star 
Mav 15. 1994 


of loan 


awected by RTC officials 
in Madison Guaranty case. 

5^EFFTAYLOR and MIK£ McGRAW 

UTTLE ROCK. Art — Resolution 
Tnm Coip. mvanfuon have aiteeed 
j tao Artaam Oov. jjg Guy Tucker 

$133,000 from a Iota at MidLoaSSus 
uiyStviSQiBilLoiB. 

Tlu RTC Mai rcCOVtS a«itMii4wg 
ailapid fratM io the Justice Department 
lam October. Those reooros an soar m 
rn i m iil 

noocn ratcB Jr„ wto is laveautatiaa 
the now-defunct Madiaoo Guaranty. 
^RTCJn maoiori daia that Tucker 

tan film for oncT , oxaukedin 


my, but apeai pan I wtaptai 
of it go aometniag i ^ Fucker -! 
eln TTa invest*. bomnnd 
Sateve nawieie 
that Madiaon of- | 
ficmte coeantf i from 

with Tucker to i MftHmn 

I Gunny _ 
AJthoun fed- h-W* tried to j 

ciai invesogwort i conceal wtwt I 
•ed news orgam- 

gwetheueben j j 

taokiat ua the . * , **»«w | 

Ion for soae | It uatadhtO 1 

time, specific al- I . pcyoff dot*. J 


Tucker natal aow * 

have never been diactaead. 

Tucker's attorney, John Halev, said 


mm etsornev eeaerai and a iteutaaant 
pmnat wm Bill CUatoa wee etecad 
g a ntaa in i99Ss^.MtaWdes 




the Whitewater cast. Many oi the 
same figures in the Whitewater in- 
quiry show up in the Tucker case. 

F *»* inquiry into Whitewater 
could result in indictments 
acunst anyone who -violated fed. 
«m laws in their dealings with 
Madison Guaranty. The thrift 
failed in 1989. cosune taxpayers 
an estimated $47 million. 

Claims of fraud 

Kansas City-based invesugaton 
for the RTC the federal agency in 
charge of etg— »«g up after tailed 
SRI s. have been wo rking to un- 
tangle Madison's aitain since it 
collapsed. 

L Jean Leam. the tend RtC In- 
vestigator in the cue. pre pa red t 
criminal referral on the Tucker 
loan and tuned it over to fee Jus- 
tice Department last year. Lewis 
has refused to comment on the re- 
ferral or anything else. 

But sources r ev es ted the ©on- 
lents of the referral to 7ft* Kansas 
City Star. This is what happened, 
according to thorn sources and 


In October 1983, Madam te- 
wed loan No. 3004 for S240000 
to Tucker, a private lawyer a the 

lif 

Tucker spent SI 23.000 of the 
money to buy 35 acres in Little 
Rock, part of which was intended 
for a shopping center. The prop- 
erty was daw to e big mobile 
home development called Csstle 
Grande, a projec t fina n ce d by 
Madison Guamnty. 

Tucker already had bramera in- 
terests in the mobite boat peric. A 
smell water and sewer c om p ear 
and a cable tetevtemo company he 
owned pro v i de d hookups to resi- 
dents. 

No one that the 

SI 23.000 portion of the loan waa 
used to buy the prop er ty . Tucker' 
used neater ail of ***» raamim t 
$133,000 to pay a debt at Savers 
Federal Savings and Loan, to- 
other fatted Arkansas thrift, his 
lawyer said. 

That's where the RTC contends 
that fiend occurred. 

The referral al l e g e s that Madi- 
son owner Jams MrOougil, 
Tucker and two thrift vice pres- 
dents at the tune — John Latham 
and Don Denton — tried to con- 
ceal or H« about wfeat Tucker did 

with the SI 33,000. 


Lawta* referral says me 
$133,000 was portrayed in Midi* 
son taaa files as hang "esxmanced 
for a market feasibility study** on 
the proposed shopping center me 
— ooi to pay oiT another loan. 

The referral, sources say. cnaig- 
« that the four ** conspired to 
make false statements, to creste 
fatee rec o w s and divert loan pro- 
ceeds in order to provide Tucker 
wife the funds necessary to payoff 
one of his debts at Seven, thereby 
c o m mi tt in g bank trend... 

Creating false loan documents 
and lying about the porpoees of a 
loan are felonies for bank officen 
and loan applicants under two 
werinos of federal **■■*"*§ laws.. 
Each act is punishable bv a maxi* 
mum fine of^jDO^miup tonro 
y tm g 1 i mprisonm e nt. 

Under Krutiny 

Haley, Tucker's etteraey, says 
the RTCt claims would be laugh- 
•Ms if they weren't so serious. He 
■ate their account makes no team 
totem. 

"They tafct a small portion of t 
pi ct ure and tend to paint in the 
reel of the landscape any way they 
want to," Haley said of the in- 

sheet this one. he said. 

Haley tmd Tucker was candid 
with Madiaon officiate the entire 
time about why he wanted e loan: 
to pay off his debt it Seven. 
Matey said the loan was the result 
of moral agr eeme nt , if l o an deco 
meats ow e fete tfind. he ra id, the 
governor has no knowledge of it. 

Lsthem. the former Madiaan 
vice pwn d e e i . pleaded guilty in 
1989 to falsifying Madison 
rec or ds in s csra unrelated to the 
Tucker loan, and spent su months 
in a halftray house. 

la e telephone interview Seam 
day,- Latham said be didn't know 
thorn the RTC afl egwi one. and 
had done nothing improper. 

However, he recalled that e 
market feasibility study was mw 
honed when the Tucker iota was. 
proemnd. He said he probably 
timed off on the Tuckar teen, but 


about a market feesbilty study," 
* -fc— said. "But after Jim Guy 
(Tucker) a oc the toon, we would 
have no way to know what he did 
wife it. Tve sever beard anything 
about him wu« tbo moan tor 


O'* 


152^ 
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Arkansas governor 
suspected of loan fraud 



zm t 

feantaiiiy study." 

i said be didn't know 

that Tucker used the $135.00 to 
pay the debt at Sawn. "That's 
news to me," be said. 

Tuckers lawyer, however, 
points out that two Madison 
Guaranty cashier’s checks were is- 
sued at the loan closing on Oct. 
25. 1983. 

He provided Th* Star with s 
photocopy of a $131,641 check 
out to Sawn, which he said 
was pan of the loan to Tucker. A 
notation on the cheek refen to it 
as "Jim Guy Tucker loan pro- 


Haley said a check for $1 25.000 
also was issued that day. He said u 
waa made out to Madison finan- 
cial Core., a MeOouaai company 
that sold the land for the shopping 
center to Tucker. 

Tucker cannot recall what was 
done with the $3,359 kit over 
from the $260,000. 

His lawyer ndicukd the idea 
that a study on mch a small parcel 
of land would haw cost anywhere 
oenrS 133.000. 

"Shear lunacy, Haky said. 

“If there wi 


not what happened." 

When the loan was made, fed- 
eral regulators were on the verm 
of a six-month audit of McDou- 
tal's SAL. Marti ion Guaranty al- 
ready was under senranv for ex- 
cessive re nd er loans. And rrguia- 
ton considered Tucker an render 
be had several Madison loans, and 
bis law linn represen ted Madison. 

McDoufai. reached at his home 
outside Aitadefphia. said he has 
no ioteren re disowns the loan. 
“The RTC is a hotbed of Republi- 
cans," said McDougai, who ia run- 
ning as a Democr a t for Congress. 
“They are a bunch of b ams and 
crooks themselves." 

Deaton said he did nothing 
wrong. 

A trail of transactions 

The history behind the Tucker 
loan is a tangle of transactions 
that cov ered an eigfas-year period. 
The dealings mrotred a mortgage 
on a friend’s home, a series of 
promissory notes, a foreclosure 
and the sale and resale of several 
Uute Rock commercial pro p er t i es 

and a utility co mp any. 

The loan's trad bega n in spring 
1964 when Dan Garner, a friend 
and busmen a ssociate, asked the 
fatore go wi nux tor help in gerong 
aloen. 

The two went beck a king way, 
Oaroer said, even knowing each 
other as Eagle Scouts. Garner also 
helped raise money for Tucker's 
political campaigns. 

Garner needed the money to 
pay orf a 10-yearotd debt for a 


f a i l e d business venture re solar 


“I was a dreamer." Garner said, 
jull am. 

Garners only collateral was his 
Mothe r's house at 32 Pine Manor 
Drive, near the exclusive Heights 
a atria of the capital. But the 
it paid for. Garner was 


Even with the house as col- 
lkl*r*L Gamer said, he could only 
in a loan with a corner. He 
said T ucker agreed but only after 
re m i nd i n g Gamer "Make the 


In March 1914, Tucker and 
mother co-tigned a 
SI 15.600 promissory note at Sav- 
Savers had a first mortgage on 
the h ouse . Tucker had a second. 
Threa promissory notes securing 
loans to Gamer that were payable 
to Tucker accompanied the see- 


Gamer used the money to dear 

up his solar energy debt and Tuck- 
cr got about $17,000 in legal fees 

Owne r owed him. FBI agents 

working for Fiske questioned Gar- 
ner last ween about the transac- 
tions. Gamer said. 


Tuckar would haw taken this 
amount of mousy, put it ia his 
own baak anwtiat with tome rep* 
resolution that he would use it 
for the 145th Street (shopping 
mail) property, sad then sneak it 
out of the baak account and nw 
it to Savers. 1 think that is woat 
the RTC is implying. But that u 


~/3 
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>rmA<MX3 tre* i3 
But Gamer didn't mace tbe 
loan payments. 

Savers called the note the nest 
year, and Tucker needed to cover 
the debt. That's when he turned to 
another oid friend. James Mo* 
Dougai. pr e si d ent of Madison 
Guaranty. 

Personalties 
As Tucker's lawyer tdla it Me* 
Doncai said he “would look with 
favor ’ on Tucker’s loan request 
— if Tucker asxced to b or row the 
extra amount to buy tbe land near 
the mobile home project 
Haley said inch deala — known 
as “tied agreements" because the 
loan hinges on a pro mise to buy 
real estate — wera common then, 
but wooid not be made today be- 
came laws hive chanson. 

Them's one other twm to the 
Tucker taua. It coma from Den- 
ton. the former chief of- 

Bar at Medina. 

Denton, who has been asked to 
testily b e fo re the Ftska grand jury, 
mad Tucker didn't warn the 
m one y to pey off a bouse loan but 
to “prop up his flounrimm cable 


Denton, a f ormer federal bank 


e x am iner, said he turned Tucker 
down b e c ame he was not credit* 
worthy. “His companies were 
broke.'’ he said. 

Tucker appealed to McDougaij 
who a p p ro ve d the loan. Demon 


Tucker had stood by him during, 
p er s ona l difficulties. McDougai 
told Denton. "He said ho 
wouldn’t turn his back on Tuck- 
er." Denton said. 

Tucker’s lawyer said that Den* 
ton's claims were news to him. He 
screed that Tucker was deeply in 
debt while trying to build his cable 
enterprise, owing as much as $1 
nuflion to S2 imilion to severe! 
banks around Little Rock. But he 
said Tucker mamtamnrt a food 
credit none. 

Hidden involvement 

In 1987. two yean after seams 
the Madison loan. Tucker sold the 
undeveloped shopping center land 
for $353,000 — nearly triple the 
amount he paid for it. 

He sold the property to South- 
loop Construction, a company he 
oontroiied that also was involved 
in the Castle Grande trader park 
projec t . Southloop was supposed 
to pay off the debt, but never did; 
Tucker's lawyer said. 

Haley said Tucker eventually 
paid off the $260,000 loan, but 
only after Madison was taken over 
bytheRTC. 


As for the Gamer home on ttne 
Manor Drive. Tucker eventually 
fore cl ose d , recovering some of the 
money Madison loaned him. re- 
portedly to pay off the debt at 
Seven. 

But Tucker found the natter of 
faredosing on e widow “distasto- 
fuL" his lawyer said. 

As Jack Cameron, a friend who 
helped in the foreclosure, later re- 
counted: "Jim Guy called me and 
said, ‘Look. I might get oack into 
politics someday, i don’t warn to 
foredoteawidow.” 

So Tucker hid his involvement 
by turning to David Hale, a bust- 
oen associate and former Little 
Rock municipal judge. Hale fore- 
closed the p r op er ty through his 
own real estate firm. 

That wasn't the only business 
dating between Tucker and Hale. 
Hale aim ran a small company; 
Capital Management S ervice s , 
that made federally guaranteed 
teens to Tucker a nd othe rs on 
prefects rel a te d to Madison. 


/ S'Z&T' -ft 
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Tucker had many ties to failed thr 


By JEFFTA YLOR 
and MIKE McGRAW 


LITTLE ROCK. Ark. — Jim 
Guy Tucker was do stranger to 
Madison Guaranty Savings and 
Loan officials when he borrowed 
mooev in i98$ to cover a debt at 
another tailing* thrift. 

Before Madison crashed in 
1989. loans irom the thrift played 
a large rote m Tucker 1 ! butaocas 
venture*. Aodoocfoan to a Tuck* 
cr company turned irno one of the 

acoordnut to court records. 

Tucker became a heavy Midi* 
ton borrow er to 1983 when thrift 
o wn er Jim McDougai was scour- 
tag Little Rock tor investors tn a 
proposal trailer park called Castle 


If not tor Castle Grande, special 
«■»«»—< Robert Rske Jr. mtgkt 
have bo interest tn Tucker. 

Tucker and a panner bought a 
small water and sewer plant from 
to subsidiary, Madison 
Lorp_ with the idea of 
i tutnre homes at Castle 


The company. Castle Sewer sod 
Water, cost them 112 million. 
Most of that money. $1.03 mil- 
lion. they berroweo from Madi- 
son Financial. They later assigned 
the loan to the thrift. 

They borr o w ed the remaining 
$130,000 from a company nn by 
David Hale, a mend and former 
i iuie {Lock m unicip a l iudga. 

Hale's company was Capital 
Management Services, an invest* 
meet tins that opemted under a 
Small Busmcas 

to 

to "soaaMy 
ooBMcally disadvantaged'" small 
bwwnmri The SBA guammeed 
loans — meaning taxi 
oa the book in cases . 

His company eventually became 
an equal owner of tne sewer sod 
water business. 

Since then, llak has pl e ad ed 
guilty to federal charges of de- 
fmodwg the SBA. 

The charges do not relace to 
Madisoo or Castle Grande. But 
Flake is looking into an array ot 
Castle Graodc t ranmeuons . to- 
eluding thorn that desk with 


Hale's company, the sewer- cam- 
paay and other Tucker* related 


loan. Tucker borrowed S260.000 
man related to Castle Grattan 
With it he paid a personal debt 
and. in a deal with McDougat. 
bought 35 acres near the trader 
park. Two yean later, a company 
in winch Tucker was pan owner 
boughs that land from him for 
S353.00& 

That company was Sou t htoop 
Construction, a subsidiary ot the 


and ntkv loans Tucker v 
tidcred an insider because 
linn repres ented the tunft- 
The regutaton slapped 6 
with a ceaaewnd-dcsm or« 
banned Madison ana its 


ness dealings with several 
rues, toduding Castle Sev 
Water. 

In 1987. rvgoiaion ana 
er's lawyers negotaied 
Sewer and Wtuft debt at 
son down to S523.000. T 
lawyer. John Haley, si 
money was repaid, 
concrotted by Tucker, his lawyer { Am% aftg* McOoup 
* forced out. the thrift sued 

The S3S3.000 tala was set op co unian ts and rVsrr m ** tl 
ihnway: wntieo-oiT poettoo of the 

Smnhhwp agreed to pay the sesrer loan, including i. 
$260,000 loan and $15,000 inter* hadcost Madtson$86L00C 
cat. SouchJooo also paid Tudor * -- , 

S 78.000 for what he said were fees , ( ™ “ w * un cooxeM ” 

theS78.000 payment to Tudor bv hdped drive tne thrift unde 
taking out a SI 00.000 loan from Tudor dnpuies that he 
Hale's company. any loaae*. became he paid 

(n 1986. federal regthatora amount agreed upon by ti 
cracked down on MadtsooGu^ erd regutsinrs who reduc 
anty tor i 


ISP* 


'll - 
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President Revises 
Whitewater Losses; 



By Ann Devroy and Ruth Marcus 


President Clinton last night re- 
vealed that he had overstated his 
loss in the Whitewater real estate 
vent ur e by more than $22,000, as 
be methodically answered question 

after question on the land deal and 
other ethics problems that have 
plunged his presidency into weeks of 


. .Clinton also announced that he . 
wiD today release his tax returns for 
therein 1977 through 1979, aome- 
• thfig-beliai: refused to do. in the 
' past That announcement,, and the 
admission of errors in his earlier 
Whitewater accounting.' set the tone 
lor a 40-minute East Room oews 
conference in which the president 
repeatedly stressed his innocence of 
any wrongdoing, his willingness to 
cooperate with all investigations and 
his desire that he be allowed to get 

. on with the nation's business. 

* STJcaow that many people around 
America must believe that Washing- 
ton is over w he lm ingly preoccupied 
with the Whitewater matter," he 
said as he opened the session, "But 
our- administration is preoccupied 
"with the business we were sent here 
*fo do for the American people.” 
Cfinton was . well armed for only 
hi* second prime time television 
news conference. He had quotes 
from former Watergate prosecutor 
Sam Dash disputing any Whitewater 
comparison to Watergate; from legal 
expert Stephen Gillers, defending 
the conduct of Hillary Rodham Clin- 
ton and from Sen. Daniel K. Inouye, 
(B-Hawaii) praising the administra- 
tion's cooperation wit^ investiga- 
toe-Hetad a list of fsets and fig- 
— ■*” v “ u is investment in 


vub u* uuo weecs revetaoon mar 
S renaor Whfte/J Rouse lawyer had 
fidfed to pay; Social Security taxes 
focJusjoanny. 

“Our rreb^-biHalanre^ 
good," Clinton said of the ethical 
standards of his administration. Of 
himself, he said he had never tried to 

tnft u m r c the Resolution Trust Corp. 
investigation into Madison Guaranty 
1 Savings and Loan and its connection 
I to Whitewater and he had "no knowl- 
edge" of the possibility that Madison 
fends went into Whitewater. The 
*: PRESIDENT, Al9,CoL 1 

■ 


Transfers 
From S&L 
Aye Cited 


Z Skun Operation 

^^BySuamScfeadt * 
‘"and Howard Sc hn eider 

Rep. Jim Uacb/tbe Re- 
publican leading the congres- 
sional Whitewater probe* 

. yesterday charged that at 
fedst $70,000 in depositor 
fends at the faded Madison 
Guaranty Savings & Loan 
‘ ended up in an account main- 
tained by President CSnton'a 
Whitewater real estate ven- 
:*ture. '"Nr. 

Moreover, Leach sakUa 
.- Resolution Trust Corp^ 
vestigator who led a tens 
" that uncovered the White- 


by an agency official last 
month that Tiead people” in 
Wrehmgton would be "happi- 
et* if they could show that 
^ the Clintons' investment 
caused no losses to Madison. 

"Wldtewater may have be- 
gun as a legitimate real et- 
_ tafiuenture, but it came to 
be used to skim directly or 
^indirectly, ‘ 

„ and a. 

linalT 

LeachtakL He 
tte l ndcpcndcno g of the • 
federaT regulatory Intern 
haabeen "flagrantly violated 
in ah effort to protect a sin- 
gle American atnen." 

President Clinton repeat- 
edly has said that the White- 


'by\hia business partners, 
James aod^mn McDougal, 
the owners of Madison Guar- 
anty during the mid-198te. 

8ss WHmWATH, A17*CbLl 
.-vV- • • . M J 
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loach’s Whitewater Assert* 


By Ruth Marcus 

Warfdngwn Pnrtt Stag Writer 


Two senior o£6dals (rf the Resolu- 
tion Trust Corp. yesterday denied 
that they had asked an agency inves- 
tigator to claim that the Clintons' 
Whitewater feal estate investment 
was not responsible for any losses to 
Madison Guaranty Savings & Loan, 
the failed thrift owned by the Clin- 
tons' partner in Whitewater. 

Rep. Jim Leach (R-Iowa), the chief 
House investigator of Whitewater, 
said in a speech on the House floor 
last week that a lawyer from the 
RTC’s headquarters in Washington 
visited Kansas City, the regional of- 
^fke investigating Madison, “to pass 
on the message’' to the senior White- 
water investigator that “Washington* 
wanted to make such a claim. 

Leach identified deputy chief ex- 
ecutive officer John E. Ryan and 
general counsel Ellen B. Kulka as 
the officials who sought that state- 
ment. Such a statement would allow 
President and Hillary Rodham Clin- 
ton to assert that their bad invest- 
ment did not result in losses to tax- 
payers, Leach said. - a 

In a letter to Leach yesterday, 
Ryan and Kulka said, - . . . we are 
quite sure that neither of us has giv- 
en any such instructions to RTC* 
staff* 

x -r 

Ryan and Kulka asserted that “no .« 
pressure has been exerted by theft 
Treasury, the White House, or any " 
other source in the Executive. 
Branch concerning the performance 
of our responsibilities with respect 
to Madison Guaranty or Whitewater 
since either of us joined the RTC." 

In his statement, Leach noted that 
the RTC investigator who was 


Pressing to have the Madison 
referred to the Justice DepartL, 
for possible criminal investigal 
felt she was under pressure fro; 
penors. He said the investij 
sought whistle-blower protects 
she could talk with Whitewater 
dal counsel Robert R Fiske Jr. 

The RTC officials said Leach 
have hurt the investigation by 



The WaJhinc 

ntradict 

-^»«it they said were ^umcu 
documents and encouraging R 
" ^to speak about a pending case^ 
f an interview, Leach said he h*d 
ed accurately from a memorap- 
■ asserting that a senior attorney 
ijonveyed that request from Ryan 
and Kulka. “Whether or not theyjjf- 
derqd that attorney to say that. I 
don’t know," he said. £i | 
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The Washincto 

RTC Lawyer Drew Clinton Aides’ Ire 





dais on Feb. 25. just after discovering 


Stephanc 

viser, called Altman, who was also 
serving as acting head oi the RTC and 
had just anndmoed he . would recuse 
himself from th^'^TC’s investigation 
of Madison. — — .• 

kites and Stephanopoulos were fu- 
rious Altman had announced hiS recu- 
sal without telling White House offi- 
cials. The day before, Altman 
revealed to the Senate Banking, 
Housing and Urban Affairs Commit- 
tee he had briefed senior White 
House officials Feb. 2 about the Madi- 
son case, and the White House had 


los also 


RTC In Madison SAL' Investigation. T 

• *c . -**ir .'J3r"n*yr- •* 

.. t*-rr T TX... ^ •» 

Washington office of PiHsbury„ Madi-. 


lot or 

Stephanopoulos also spoke with. 
Steiner, chief of staff to 


asking anyone 
RTC’s decision to re- 
as 
sug- 


san & Sutro, a law firm that has done 
extensive workJor the RTC. .which, 
regularly hires outside lawyers to 
pursue cases against lawyers, accoun- 
tants and others who may have con- 
tributed to the collapse of savings and 
. 'TtrV I 

f 




> White Hdutt aldf ted Stetaer ~ L B 
“whether that [Stephens’s hiring] was ^ MBcmer later related to AItjnan tie 
final, whether anything could be done Sll be received from Stephanopoulos. 
about it” Sterner told him there was Steiner’s' reaction was, “something 
nothing he could do. ■ -n*- 1 £an’t -bebeve these guys want 

Stephanopoulos said yesterday he to-£re*this guy,’ 1 * another source 
did not “remember exactly what was said. 

said - during his conversation with v The. White, House perceives Ste- 
S toner but that be “asked how Jay phens, a Republican who served in 
Stephens came to be retained by the • the Reagan and Bush administrations, 
RTC. 1 was puzzled and blew of! ; at^T^olitical adversary. He accused 
. steam over the unfairness of that de--* “the administration of interfering in his 
dsion. . . * Once I got the facts from probe of Rep. Dan Rostenkowski (D- 
Josh, that ended the matter as far as 1.. JILT, when Attorney General Janet 
r wa» coocerned." i^i^-Reno fired nil Bush administration 

Stephanopoulos said be did not re'-'lLS. ‘attorneys last year, and had 
member asking Steiner whether the weighed running for the U.S. Senate 
decision could be reversed or discuss- from Virginia. “There was concern in 
ing the issue with Altman. ^ the White House because he is known 

lekes’s lawyer, Robert Bennett. To*Be a' highly partisan Republican 
said. “Based on my inquiry. 1 am satis- who put up a great fuss when he was 
tied that Mr. Ickes did not make that . . asked to resign, who was highly criti- 
statement, -and he-has no recoUectwo cal of being asked to resign, who con- 
of making that statement.— -- — '.ridered -xu nmn g.l nr -o ffi ce. 7 .. a se n i o r. 

AIL -of that raised con- 
Houso-because of 


signed. Ag< 
itation for 
out to thrt 
dsion was ma 

Stephens \ 
candidate to 
case in part because he had been a 
prosecutor and the RTC wanted 
someone who, could coordinate witH 
special counsel Robert B. Fiske Jr. on 
the criminal issues Fiske is investigat- 
ing. The RTC is using the PiDsbury 
firm in many cases against former 
savings and loan officials, induding its 
crvfl case against Arizona Gov. J. Fife 
Symington and other former directors 
of Southwest Savings and Loan. 

Stephens is the lead attorney for 
the RTC in its $20 million suit filed 
this month against William L. Waldie, 
former headjof Virginia-based Tra% 
bank Savings, which failed in 1991. 


WHITEWATER, From A1 
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i Newly Released Tkx Information Aj 


CLINTON, Froa A1 


isfied with the Clintons’ account. 

The Clintons' returns also show 
the details of a chapter in their finan- 
; dal life that has been hidden the past 
| decade: Hillary Rodham Clinton’s 
| two-year risky plunge into the com- 
modities market at a time the family 
had virtually no assets. 

Her . speculation in cattle futures 
in 1978 and 1979 produced nearly 
$ 100,000 in additional income for a 
couple whose combined wages in 
1978 were $51,000. It is not clear 
from the 1977'return, when the cou- 
ple reported no dividends and $518 
1 in interest income, where Hillary 
Clinton got the resources^ a finance 


,her commodities trading venture. 
White House aides would not say 
..yhow much she put up to start the ac- 
_ counts that earned $26,541 in less 
than four months in 1978 and 
$72,996 in 1979. — 

. .The tax returns also show the Clin- 
tons had earlier business dealings with 
McDougal, making a 43 percent profit 
in a year on the sale of a five-acre 
tract in 1978. They sold the land just 
a few months before entering the 
Whitewater venture. A ' 

The- returns showed $10,131 in 
interest payments that year to an- 
* “other McDougal firm. Great South- 
ern Land Co. The White House said 
this was Whitewater related. 

•The re lease o f the tax returns and a' 

•f .-V . *V2fci tJSK - • jssH \ 


Thursday night primetime news con- 
ference. only Clinton's second in of- 
fice, were aimed at demonstrating 
that the president and his aides are 
not withholding information on White 
water and their overall financial situa- 
tion. -V ‘ * 

As the White House released its av- 
alanche of paper, the Clintons' person- 
al lawyer. David Kendall, briefed re- 
porters in two huge groups in the 
Roosevelt Room with an opening 
statement: “In a spirit of full coopera- 
tion and openness, the Clintons have 
now made public their tax returns for 
the past 16 years, since Mr. Clinton’s 
first year in public office," he said. 

' -The president's senior aides, end- 
ing another week under political siege 


|INCOMEANDTAXES 




I fame for BUI atidHUlary Rodham Clinton jumped in 1979, because of profits made speculating in 
cattle futiffes.hnd S^ntoriseafier 1985 as HOlary Clinton’s income from the Rose Law Firm and 
dinectorskipjees increased |BH0E2< UTl ‘ 

•' ri 

mcuNTON . . .~3:. ... * ’ 


AdL'ittomey First term as 
general Aik. governor 

HUARY RODHAM CUNTDN 


' Second through fourth terms as Aik. governor. Income: $35,000 a year 
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FEDERAL TAXES 


~SS 3E 

In f rtr r d dollars 

The Clintons' 1979 Income 






reflected in an increase in federal taxes paid. 


MJW 

1977 1978 1979 1980- 1981 1982 1983 1984 


... •: 70 228 

17.6«r 25 866 21.497 22280 I 8 . 79 T 36,969 39734 37,883 “ — § 


982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 


-■v *«»i„7*** i 


as a percentage of adjusted gross income ■ v £1. ‘ . ,r. ' 

Thorntons' percentage pf federal income tax paid over 1988-91 compares with an average of 19 to 24 percent 
paid by couples earning around $200,00 0, ac cording to TreasuryDepartment analysis of tax data. 3 
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iCton Post 


>pears to Support Clinton Account 


oq the issue, expressed satisfaction 
with the president’s performance. But 
they admitted, sometimes in bitter ex- 
haustion, that the controversy sur- 
rounding the investment and charges 
of improper White House efforts to 
contain it, will not soon disappear. 
“This is not going to be a sprint, it’s 
going to be a marathon,” said a key of- 
ficial involved in trying to get the 
president past the issue. iv 

As if to demonstrate that assess- 
ment, Rep. Jim Leach (R-Iowa) is- 
sued a statement last night saying 
Kendall’s “selective release of docu- 
ments cries out for . , „ full release 
of all Whitewater records." He said 
it left many unanswered questions 
and added that the president's 
“Wythe ‘no problems’ strategy" will 
prolong what he railed the water 
torture. . T; « 

Also yesterday, Cabinet Secretary 
John Podesta became the 12th ad- 
ministration official to. be subpoe- 
naed to appear before a Whitewater 
grand jury called by special counsel 
Robert B. Fiske Jr. Podesta has been 
heavily involved in recent weeks in 
the issue but has not been cited as 
attending meetings between White 
House and Treasury officials on 
Whitewater and Madison Guaranty 
Savings & Loan. **« at- ; 

The other White House officials, 
all of whom have made their grand 
jury appearances the past two 
weeks, were all involved in such con- 
tacts, in person or by phone. 

The tax returns did. raise new 
questions that were not answered at 
news briefings yesterday. White 
House aides offered no further ex- 
planation than Clinton’s on how his 
earlier claim of a $68,900 White- 
water loss, first made during the 
1992 presidential campaign, had 
been overstated by $22,245. The 
president said during his news con- 
ference that he recently realized 
that amount was a loan and some in- 
terest payments that he took out 
from McDougal’s bank to help his 
mother buy a house. . 

The difference has no effect on 
Clinton’s tax. liability but the 
$68,900 figure had been used to 
buttress the Clinton argument that 
McDougal was not carrying them in 
a sweetheart deaL Now, from their 
own figures, it is clear McDougal put 
in nearly twice as much money — 
$92.000— than the $46,636 contrib- 
uted by the Clintons. 

The White House explanation of 
the corrected version of what the 
Clintons invested also sidestepped the 
issue of how Whitewater paid off the 
rest'af the principal, interest and ex- 
penses owed on the development 


The venture had $233,000 in 
bank loan principal, more than 
$160,000 in interest payments, and 
$ 120,000 in operating expenses 
over the years, according to the 
campaign report prepared in 1992 
by Clinton friend and Denver attor- 
ney James M. Lyons. 

A lawyer designated by the White 
House to brief reporters yesterday 
said that the Whitewater project was 
designed so that the principal pay- 
ments were made by the stream of 
income from the lot owners. He not- 
ed, however, that “the fluctuations 
of the company were wild indeed 
throughout the mid-1980s. Some- 
times people would make payments, 
sometimes they wouldn't." 

Ia explaining the Clintons’ White- 
water-related interest payments, the 
lawyer said the Clintons made a 
1978 interest payment of $10,131 
to McDougal’s Great Southern Land 
Co; .instead of directly,. to the two 
banks where the couples borrowed 
the money, because that’s what 
McDougal directed them to da 
McDougal “represented" to the 
Clintons that Great Southern would 
then pay the banks, he said. He felt 
the deduction would still be consid- 
ered proper by the Internal Revenue 
Service, he added. 7 ' - . 

In fact, the lawyer said he didn’t 
-ir*--* * * • . 


think the Clintons would owe any 
money to the IRS. 

The earlier venture with McDougal 
began in early 1977 when the Clintons 
bought a five-acre lot for $2,850 and 
sold it the next year for $5,000, a 
$2,150 profit 

In internal Resolution Trust Corp. 
memoes released by Leach, the lead 
investigator on McDougal’s failed 
Madison S&L said Whitewater added 
to Madison's eventual losses because 
McDougal was making unauthorized 
loans that benefited his businesses and 
his partners. 

The investigator also has charged 
that senior RTC officials wanted to 
be able to say that Whitewater did 

not cause a loss at Madison and that 
she refused to distort her findings to 
“get them off the book." Those com- 
ments were contained in notes of 
her conversation with senior RTC 
attorney April Breslaw on Feb. 2 , 
. which Leach released Thursday. 

* Incaeveral interviews, Breslaw de- 
nied that she said anyone in Wash- 
ington favored a particular outcome. 
Yesterday Leach said he has listened 
to a tape of Breslaw's discussions 
with Lewis and it is “completely con- 
sistent" with Lewis’s memo. 
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' Clinton Aides Questioned Hiring i j 


{iy Ruth Marcus 


A senior White House official in- 
quired last month about removing a 
prominent Republican Bred by the 
- Resolution TjW CorpT tb investi- 
gate claims arising from the failure 
i pf Madison guaranty Savings & 
.Loan, according to sources familiar 
with the discussions. , p 
^Jhe sources said senior White 
House officials George Stephanopou- 
lo^and Harold Ickes were alarmed 
and outraged when they discovered in 
late February that the RTC, an inde- 
, pendent regulatory agency, had hired 
fanner federal prosecutor jay B. Ste- 
: phens to handle possible dvil suits 
»’ growing out of Madison. Stephens se- 
verely criticized the Clinton adminis- 
tration after he was fired as U.S. at- 
torney for the District in March 
1993. a r y ^ 
— The-White House apparently 
dropped the subject of reversing the 
hiring of Stephens after being told by 
Deputy Treasury Secretary Roger C. 
Altman and Treasury chief of staff 
Joshua Steiner that there was nothing 
tote done aboat iL. ~ 

But the alleged efforts— which the 
. White House officials say they do not 
recall— to find out whether Stephens 
could be replaced represents the first 
indication the White House may have 
Actively attempted to affect the han- 
dfiig of the’politically sensitive inves- 
tigation. One area of the RTC dvil in- 
vestigation concerns the potential 
liability of^pe Rose Law Firm, indud- 

torn fo rmer partner Hfflarv Rodham 

SJpton, for ka rcpresenUtioa erf Mad- 
ison. u * 

Senior White House officials raised 

the issue of Stephens’s hiring in two 
**' conversationa with the Treasury offi- 

p Se« Whitewater, as. Col i 
I Some J9d(k Clinton locuu ten- 


Tax Records 
Back Clinton 

Account - ~ r i 

r _- & , • * 

■‘ByAnnDevroy 
and Charles R. Babcock 

y. President Clinton yester- ^ 
, day released his- tax returns 
for his first years m public of- 
fice as the-White House 
erupted in a geyser '6f ’tax 
_ forms, tax lawyers, 'explana- 
tory letters and addenda 
aimed at showmg’tfiat White- 
water was what the presi- 
dent has stated: a losing land 
inv n rt mrnt, *• 

The returns— for 1977- 
. 79^-and additional data sup- 
plied by the White House 
generally support the amend- 
ed Clinton Mphnatim of the 
family’s investment in the 
Arkansas land development 
and the losses they sus- 


..The Clintons invested and 
jost according to their ac- 
. count, $46,636, moat of 
^Nririch was the interest they 
paid over the yean on their 
half-share of the loans they 
and James and Susan 

McDougal took out^fo TKqr 

208 acres in th'e'Ostttt 
mountains. James B. McDou- 
gal, who has repeatedly ques- 
tioned the Clintons’ estimate 
ofuheir Whitewater invest- 
ment yesterday told the As- 
sociated Press be is now sat- 
i CLINTON, A&CoLl 
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g WHITEWATER, From A1 

Jfst night in a televised news con- 
■pence, Clinton said he was not in- 
jylved in “any way, shape or form" in 
Swing to contain the Whitewater in- 


Presldential aide Bruce Lindsey leavM after testifying to grand Jury. ;r 

which the Whitewater real estate discussions with Fiske were permit- 
venture was believed to be a partid- ted without the presence of head- 
pant -v quarters officials. f .v. v* 


3 Leach (R-Iowa), who released 
JJpuments he said support his alle- 
gations, said that internal pressures 
Whitewater investigators become 
3 h intense as the findings of their 
TR>be became public that some have 
sought whistle-blower protection 
£?bm the RTC inspector general. 
jThey want to be able to speak with 
‘Whitewater special counsel Robert 
«B. Fiske Jr. without clearance from 
Stheir sdpcnori^ Leach said. 

“^^Courageously, Kansas City inves- 
Jtigators|refused to back the Wash- 
ington position that Madison’s losses 
/were unrelated to Whitewater and 
{pointed cut to their superiors that in 
lone intensely reviewed six-month 
{period alone, approximately $70,000 
{was transferred from Madison and 
madison affiliated companies to 
jWhitewaterf Leach said, 
i Documents released by Leach de- 
jpict a trail of checks from businesses 
{owned bjrthe McDougals into 
{Wfaitewatet»,the bulk of them writ- 

SSarcfa i985. The documents show 
fcbe payments totaling around 

S O, 00 0 coming from seven sepa- 
:e companies into Whitewater's 
^ re co unt. Madison failed in 1989 at 

on estimated taxpayer cost of $60 
re SnuDioo. ;%*.*.-* 

d ! ina 45minute statement on the 

m {House floor, Leach presented feme 
t* jof the findings of Banking Commit- 
ca dee investigators who had been pre- 
; glaring for a routine committee over- 
tb» [sight hearing yesterday that 
thi {Republicans wanted to use as a fo- 
by jrum to examine Madison and White- 
pnjwater. • *•- mc V 1 '-a- 

s; Leach>hearing was abruptly can- 
taJceled thtf* week by the Democratic 
in^co mmi f tte^ chairman^ Henry B. Coo- 
wb rnlex (Tex), who has urged reguk- 
pofors to reject Republican requests 
ae tipr documents and told administra- 
IjOO banking officials they need not 
mofiswer Whitewater questions, 
boopach-^aid he is disturbed by “un- 
precedented tactics,* procedural 
aaS4 pves an3 personal attacks, era- 
^pt^y ed to Tatty the truth about Mad- 
ww? fam emerging.-^ 

ail desqihmg the RTCs handling 
ca jgpeMadison case, said that 
u^weanLewis. the senior investiga- 
everji" the RTCs probe of Madison, 
by RTC* senkrf attor- 
at aW unnaiff Feb. 

She was asked about the w _ 

_ a. probe into an elaborat^ i £ri'&^^ "all documents fof- 
^^kitmg scheme at Madison in Jyrarded to Fiske, he said, and no 

outtan 


The session, at the Kansas City 
regional office of the RTC, took 
place the same day that RTC interim 
chief Roger C. Altman met with top 
White House aides to give them a 
“heads up 1 * on the Madison case. 
That meeting and others have been 
strongly criticized as improper con- 
tacts because the RTC is supposed 
to be an independent regulatory 
^agency and federal laws prohibit dis- 
^ckwure of the contents of criminal 
referrals. * / v " -t 

In “a memo released by Leach,' 
Lewis wrote that Breslaw told her 
that the RTCs interim deputy chief, 
Jack Ryan, and general counsel, El- 
len Kulka, would prefer to be able to 
say that Whitewater did not cause 
losses to Madison. The real estate 
a Madison ac- 


count that had been closely exam- 
ined by investigators and mentioned 
in in RTC request that the Justice 
Department open a criminal investi- 
gation.' • • - ;>v - 

Leach said that after Fiske’s ap- 
pointment in January, “Washington 
RTC officials imposed censorship 
'[onKfr&as City RTC emr 
" officials insist- 


Leach cited several previously un- 
disclosed instances of what some 
lawyers and investigators in Kansas 
City contend was improper interfer- 
ence from Washington. 

In one instance, lawyer Julie Yan- 
da and investigative supervisor Rich- 
ard Iorio filed a formal complaint on 
Jan. 5 about Madison questions put 
to them by a contract compliance of- 
ficer looking into Madison-related 
work performed for the RTC by the 
Rose Law Firm of Little Rock. An 
internal “e-maiT with notations from 
several investigators suggests they 
believed the contract officers were 
inappropriately seeking information 
about the genesis of the Madison 
criminal probe. - • -j* 

Breslaw, a senior attorney based 
in Washington, hired the Rose Law 
Form to sue Madison’s accountants 
on the government’s behalf in 1989. 
Breslaw has been criticized by some 
in the agency and in Congress for 
brushing off other employees’ con-: 
ceres that Rose had serious conflicts 
of interest and should not have been 
hired. . .. fcr 

Rose lawyers, including former 
’ partner Hillary Rodham Clinton, 
represented Madison during the 
mid-1980s. -’* • 
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that Bill atrrttw ; ^ 
buy Vmd; W» Whitewater involved 

•t tm&mt 


gj3j ISSUES UNDER INVESTIGATION 


I * 


Breslaw, who is still a member of 
the RTC team looking into possible 
civil claims against the Rose firm 
and others, met with Lewis in Kan- 
sas City on Feb. 2, according to 
Lewis's notes of the conversation. 
Through an agency spokesman, 
Breslaw declined to comment 

“April stated very clearly that 
Ryan and Kulka, the ‘head people’ 
would like to be able to say that 
Whitewater did not cause a loss to 
Madison, but the problem is that so 
far no one has been able to say that 
to them. She felt like they wanted to 
be able to provide an *honest an- 
swer* but that there were certain 
answers that they would be 'happier' 
about, because it would get them off 
the hook. ... - • • 

“She asked how we could get to a 
clear-cut answer as to whether or 
not Whitewater caused a loss to 
Madison. I stated that as far as I am 
concerned/ there is a dear-cut 
loss. . ..." the memo says. . 

Lewis’s memo said she told Bres- 
law. that losses to Madison from the 
Whitewater account alone “would 
easily exceed $100,000, given that 
$70,000 had gone out of the account 
during the six-month window time 
frame” that investigators focused on. 

Transfers to the Whitewater ac- 
count at Madison were “essentially 
unauthorized loans” by James 
McDougal, owner of Madison and 
coowner with the Clintons of White- 
water, the memo says. Lewis said 
McDougal’s partners in Whitewater 
and other business ventures receiv- 
ing such transfers of funds “must 
have concluded that McDougal was 
making payments for their benefit,” 
since the real estate ventures were 
not bringing in cash but their mort- 
gages and loans were being paid. 

Atanan and two other top Trea- 
sury political appointees have been 
Subpoenaed by Fiske to . testify be- 
fore a grand jury investigating their 
contacts with top White House offi- 
cials about the RTC probe. •*; 

Altman has said he communicated 
no substantive information about the 
investigation of civil arising 
out of Madison's failure during his 
Feb. 2 meeting- with White House 
deputy chief of staff Harold. Ickes, 
Hillary Clinton^’ chief Of kaff, Mar- 
garet Williams, and other White 
House offifials.: . ? \ 

Treasury, general counsel jean 

Hanson has refined to comment on 

spokesman for the RTC, said^rither 
Kulka, Ryan nor the agency would 
have any comment on Leach’s alle- 
gations. 


GUIDE TO WHITEWATER 


T he Whitewater controversy grew out of a triangle of business 
and professional relationships in the early and mid- 1980 s in 
Arkansas. Here's how those Arkansas relationships overlapped, 
generating some of the questions being investigated by special ? 
counsel Robert B. Fiske Jr. * 


>,Wasa savings and loan 
formerly owned by James 
and Susan McDougal. It 
Shut down in 1989 at an 
estimated cost of $60 
million. The Whitewater 
Development Corp. 
maintained an account 
at the thrift _ 


•yk 

Dev el o p me n t Corp. 

was an Arkansas real 
estate venture ow£2d 
by Bill and Hillary® 
Rodham Clinton, * 
together with the 
McDougals. The ^ 
Clintons sold their^ 
interest in 1992. 

I 


The Rose Lew Finn, in whch bijlary Clinton, Vincent Foster Jr., WebSer 
L Hubbell and William H. Kennedy III were partners, represented 
Madison in the mid-1980s. Then/ in th* fate ’80s and early ’90s, Ro38 
represented the Federal Deposit Insurance Corp. and Resolution Trust*' 
Corp. when the RTC sued Madison accountants. Foster maintained a file 
on 'the corporation in his office as White House deputy counsel. *- 
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Mrs. Clinton 


WHITE WATER, From A1 

ment with the venture repeatedly has 
come into question because of 
McDougal’s ownership of a state-reg- 
ulated S&L during the time Clinton 
served as governor. Hillary Clinton 
represented McDougal’s thrift in the 
mid-1980s when it was seeking ap- 
provals from state regulators appoint- 
ed by her husband. 

.The documents released here to- 
cfcy were sent to McDougal from the 
Clintons after months of confusion 
aSout who maintained records for the 
corporation, which the Clintons and 
BcDougals formed in the late 1970s. 
T5ie Clintons sold their interest back 
tQ McDougal in 1992 for $1,000. Offi- 
cials said the documents included 
some maintained by former White 
fiouse deputy counsel Vincent Fos- 
ter, whose Whitewater records were 
removed from his office following his 
suicide in July 1993. 

* The 2,000 pages of documents 
fere released to nine news organiza- 
tions that paid $1,000—50 cents a 
Igge — for what McDougal and his at- 
torney, Sam Heuer, said were copy- 
iSg and handling charges. Last week, 
tfley said they would be selling them 
$r $2 a page and using the funds for 
IgcDougal’s legal defense, but after 
m outcry from news organizations, 
they dropped that idea. 

- The records included hundreds of 


pages of bank receipts showing 
monthly payments on Whitewater 
lots, as well as the corporation’s tax 
returns from 1980 through 1989. 

McDougal said in releasing the 
documents that they “totally exoner- 
ate them [the Clintons] from all 
charges that this is some sort of cash 
cost or some sort of Mafia front or 


whatever fantasy the Republicans 
have been able to create." 

The Clintons’ personal lawyer/Da- 
vid Kendall, said that the documents 
"establish what we’ve previously said. 
Jim McDougal ran. the company dur- 
ing most of its existence, hi its later 
years, as we’ve said, with Jim 
McDougal unavailable and Susan 
McDougal in California, Mrs. Clinton 
by default took certain necessary 


- ^ steps to wrap up and wind down the .J 
.^company’s affairs." 



James B. McDougal, the Clintons’ f 
gpe hie cep outsid e room where do* 
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ine corpus amm uuuui 
count at the thrift during the mid- 
1980s. 

Heuer said the Clintons failed to 
return to check ledgers and monthly 
statements on the Whitewater ac- 
count at Madison. Heuer said be is 
n egot ia t i ng with Kendall to obtain the 
rest of the records. 

McDougal said there were no large 
infusions of funds into Whitewater, 
but, in fact, a list attached to the cor- 
porate tax returns contains referenc- 
es; to cash payments from companies 
tfant government investigators have 
des cribe d as McDougal **sh dT corpo- 
rations with no business purpose. It is 
not dear where this money went 
{For example, in 1980 Great South- 
ern Land Co. paid $26,393 to White- 
water for what were listed as "office 
expenses." Later that year, Pembrook 
Manor made a $32,000 loan to White* 
water, getting $28,000 back a few 

!A source familiar with the Chitons’ 
ftuiwx said Hillary Clinton 
some land records for Whitewater in 
the last few years as an owner of the 
company. He said she was acting for 
Whitewater, not herself, on docu- 
ments that list Hillary Clinton as the 
sefier of a Whitewater lot in 1990. 
-£That lot had been purchased origi- 
naby in 1984 by Clyde Soapes, a gram 
elevator operator from Gniver, Tex^ 
a ccord in g to the documents. He put 
$8^000 down on a $14,000 riv erfro nt 
kX and made $244 monthly payments 
nQeast into 1987. Soapes planned to 

a — • — -A-f— — — — i. 

npB • n utac at WDKc* 

wfter, his father said today, but got 
dot and could not continue his pay- 
ments. “He lost the land about a year 
bafare he died” in 1990, Soapei’i fa- 
ther (ail 

vnany outer wmtewater tot Dtiyen 
40 lost their land when they were 
liable to make the payments, the re- 
cyds released today show. Many 
ware made on installment plans — 
cflfed "escrow sales” in Arkansas— 
w§b the title to the property to be 
ta^uferred from Whitewater only af- 
ty the last payment is made. 


into Whitewater, moat of it 
far interest pa ymen ts on the firm’s 
bank debt in the first few y ean . 
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bank regulators for tneir nan- 
riling of a failed Arkansas thrift 
with ties to President Clinton. 

Sen. Alfonse M. D’ Amato of 
New York, the Senate Ba n ki n g 
Committee’s ranking Republi- 
can, led the attack, accusing the 
agencies of stonewalling his ef- 
forts to obtain information on 
Madison Guaranty Savings and 


Sen. D’ Amato cited a Feb.' 2 
memo prepared by the RTC that 
discussed whether the Rose Law 
Firm of Little Rock disclosed its 
relationship with the defunct 
Little Rock thrift to regulators 
before representing the RTC in'a 
suit against Madison’s auditor.. 

Hillary Rodham Clinton was 
then a partner in the law firm, as 
was Webster L. Hubbell, who is 
now associate attorney general 

Statute of Limitations 

At the time the memo was 
completed. Sen. D’ Amato and 
others were seeking an extension 
of the statute of limitations gov- 
erning civil liability in the Madi- 
son failure. 

, The statute was scheduled to 
expire on Feb. 28, and Sen. D’ A- 
matn suggested, the RTC was 
withholding the memo until af- 
ter the deadline on civil suits 
had passed. 

“The RTC had no way of 
knowing that we were going to 


By BARTON OKUUUsti 


AT ODDS: Sen. Alfonse D’ Amato 
of New York (left) and Sen. John 
Kerry of Massachusetts clashed 
over the Whitewater allegations, 
with Sen. Kerry defending Presi- 
dent Clinton. 

extend it,” he said. “It was just 
fortuitous that we did.? .. . 

An amendment attached to a 
supplemental appropriations 
bill .extends the. deadline until 

•OSa: 

Political Motives Alleged 
Senate.. Ranking Committee 
deliberations . rarely have the 
- partisan edge evident at Thurs- 
day's hearing. Democrats ac- 
cused Republicans of exaggerat- 
ing the importance of the case 
solely because of President Clin- 
ton’s involvement'. I***- 
“We are dealing here with 
politics,” Sen. John F. Kerry, D- 
Mass., said during one of several 
testy exchanges with Sen. 
D’Amato. # "~ 4i * 7 
Sen. Kerry said Madison was 
not worth investigating because 
it was a tiny institution not af- 
fected by presidential policy. 
Many other institutions that 
cost taxpayers far more have not 
been investigated, he said, and 
Republicans have been silent on 


In the latest flare-up of a de- 
bate over the competitive role of 

the Federal Reserve System, the 
National Automated Clearing 
House Association is challeng- 
ing a Fed plan to bid against 
h anks for a big piece of federal 
electronic payments business. 

The Fed, as a major processor 
of automated payments, report- 
edly wants the-' role of central 
processor in a system that will 
allow corporations to transmit 
federal tax payments electroni- 
cally..- • r*" 7 »£ *a. .. 

. This Electronic Federal Tax 
Payment System is seen as one 
of the biggest funds transfer pro- 
jects ever undertaken, and a po- 
tentially lucrative source of fee 
income. 

. Banks Cry Foul 

The Herndon, Va., clearing 
house association, known as Na- 
cha, and some of its biggest bank 
members, argue that it is inap- 
propriate for the central bank to 
go after a business that private- 
sector entities can perform well 

A Fed official said only that 
the central hank is considering 
bidding but has not made a final 
decision.' T ". ~ 

ln letters to the Fed, Treasury 
Department and Internal Reve- 


See D’AMATO: page 3 


See NACHA page 16 
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the one they want to inves- 
tigate.” 

GOP Issue 

■' - - -r 

Alth 'th Sen. D’Amato was 
most . .stent in his criticism, 
other Republicans on the com* 
mittee made it clear they areun- 
happy with the administration’s 
handling of the scandal that has 
come to be known as “White- 
watergate,” after a sour land deal 
in which Madison chairman 
James B. McDougal- and.* the 
Clintons were involved. Some 


posits at Madison were improp- 
erly used to benefit political 

camp ai gn^ intending g rceleC- 

tioo bid by Bill Clinton when he 
was Arkansas governor. 

Democrats Critical, Too 
Several Democrats, while 
minimizing the importance of 
the controversy surrounding 
Madison and Whitewater De- 
velopment Corp., criticized the 
White House for not nominat- 
ing a permanent chief executive 
officer for the RTC Deputy 


rMUiaan, ■ out a 

stand how he could possibly 
have the time or energy to un- 
dertake two of the most de- 
manding jobs in government,** 
said Sen. Patty Murray, D- 
Whsh. ..... 

Treasury Secretary Lloyd 
Bentsen told the committee the 
administration would nominate 
a permanent CEO soon. Mean- 
while, he said, deputy CEO Jack 
Ryan will take over for Mr. Alt- 
man once the interim appoint- 
ment expires on March 31. □ 
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Bad to Worse 


I T’S A BAD sign when the president has to 
order his own statf to retrain from engaging 
in the sort of conduct most first-year taw 
students would immediately recognize as im- 
proper. It really shouldn't require a memoran- 
dum from Chief of Staff Thomas F. McLartv to 
get across the fact that White House officials 
have no business meeting with Treasury Depart- 
ment officials about the status of the independent 
Resolution Trust Corp.’s probe into the failed 
Madison Guaranty Savings and Loan. Especially 
is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of 
illegal Madison activities. The failure of so many 
important White House figures to get that mes- 
sage is sapping confidence in the administration's 
handling of the Whitewater affair. 

Treasury officials, it now turns out, twice 
reported to White House superiors on the status 
of the RTC investigation. In one instance. Trea- 
sury general counsel Jean Hanson met with 
White House counsel Bernard Nussbaum to tell 
him about the RTC*s referral of the Madison 
failure to the Justice Department for investiga- 
tion of possible criminal activity. She also report- 
edly informed Mr. Nussbaum that the Clintons 
were named in the action but had not been 
accused of any wrongdoing. If any two officials 
should have recognized the impropriety of such 
discussions, it would be counsels for the White 
House and the Treasury Department. 

RTC policy on the confidentiality of its investi- 


gations is clear. Criminal referrals are restricted 
and privileged information: improper reiease couid 
jeopardize civil or criminal litigation. How can 
administration lawyers not respect that prohibition? 

The second meeting, also held in Mr. Nussbaum s 
office, involved a discussion between White House 
and Treasury spin controllers on how to handle 
Madison press inquiries. Disclosure of this meeting 
and the earlier one comes on the heels of last week's 
admission by Deputy Secretary Roger Altman that 
he had given a "heads up" to Mr. Nussbaum on how 
the RTC, which he runs, would treat potential aval 
claims springing from Madison. So confusion over 
how to negotiate the Whitewater ethical maze 
evidently isn't limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday 
reinforced Mr. Clinton’s actions. In a statement 
Mr. Bentsen distanced himself from the amateur 
political operators m his department and instruct- 
ed Treasury officials “to have no contact with the 
White House about this case.” He also asked for 
an investigation by the Office of Government 
Ethics into contacts between White House and 
Treasury officials. 

Congressional Democrats have refused to hold 
hearings or to demand answers to legitimate 
questions about this affair. Naturally, the Repub- 
licans are having a field day. Mr Clinton lamely 
said yesterday, “I think it would be better if the 
meetings and conversations had not occurred." 
That's not the half of it. 
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Reno Supports Hubbell. 
Says No Inquiry Planned 

RTC Begins Its Own Probe Into Billing 
By Arkansas Law Firm on S&L Matters 


By Michael liftoff 
and Susan Schmidt 

WriMM bud Wntm 


Attorney General Janet Reno said 
yesterday she has full confidence in 
Associate Attorney General Web* 
ster L Hubbell and plans no internal 
department inquiry into questions 
about his past client billings and ex- 
penses at the Rose law firm in Li t tle 
Rock. Ark. 

Referring to a Washington Post 
story that first disclosed an internal 
law finn inquiry mto HubbeU's activ- 
ities. Reno said at her weekly news 
that she “knew nothing” 
about the matter until this week and 
was satisfied once Hubbell explained 
it to her. 

“My father taught me especially 
never to believe everything that you 
rend in the newspaper that makes al- 
legations without at least one identi- 
fied source.” said Reno. “I have 
worked with Webb Hubbell for a 
year now. I have been extraordinari- 
ly impressed with his honesty, his 
c a ndor, his professkmaltsm. and the 
sacrifices he’s making to serve the 
American people. 

Reno later compared the matter 
to a newspaper reporter being ques- 
tioned about his expense account. 
Her comments echoed those made 
by the White House on Wednesday 
and underscored the degree to 
which the Clinton administration is 
standing behind Hubbell. a pivotal 
figure at Justice and a regular golf- 
ing buddy of President Clinton. 


But the Resolution Trust Carp, in- 
spector general’s office said yester- 
day it is beginning its own probe into 

the matter. RTC Inspector General 
John Adair said his office has been 
asked by the agency's deputy chief 
e x ec u ti v e officer. Jack Ryan, to audit 
Rose firm bills submitted to "the 
agency on savings and loan cases. 
Adair said his will also a u dit 
Roae bills submitted to the Federal 
Deposit Insurance Corp. ... 

The RTC and FDIC routmetyJoce 
outride law firms to sue officers, di- 
rectors. ac c oun t ants and borrowers 
of failed savings and loans. The Rose 
firm received 22 government con- 
tracts in savings and loan cases since 
1989 that so far have enab l ed the 
firm to bill $1.27 milfion in fees, ac- 
cording to an Associated Press com- 
pilation. 

The billing records show that 
Rose lawyers charg ed the govern- 
ment between $75 an hour for junior 
associates' work to $140 an hour for 
senior partners. Hubbett was one of 
a handful of senior Roee lawyers, in- 
cluding late deputy White House 
counsel Vincent Foster and Hillary 
Rodham Clinton, who performed 
such work. 

Sources dose to the Rose firm 
have said that HubbeU’s RTC bit- 
lings are among those being re- 
viewed. Hubbell has acknowledged 
bong questioned last week by his 
law partners about his fees in one 
RTC case, but said in a Wednesday 
statement: “1 did not overbill the 
RTC or any other clients." 
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R.T.C. Sues 
Law Firm 

SpmUtnwMvYMt Turn 

WASHINGTON. Feb. 16 — A Fed- 
eral agency filed a $400 million law- 
suit today against Stretch Lang, a 
Phoenix law firm that advised a large 
savings and loan association that 
failed there in June 1989. 

The lawsuit is one of the largest 
ever accusing a professional firm of 
providing negligence or inappropri- 
ate advice to the management of a 
failed savings institution. 

The Resolution Trust Corporation, 
the Federal agency in charge of dis- 
posing of failed savings and loans, 
accused Streich Lang of negligence 
and breach of professional responsi- 
bility in the failure of the Western 
Savings and Loan Association. The 
failure has cost taxpayers a total of 
$2.7 billion. Stephen J. Katsanos. a 
spokesman for the R.T.C, said. 

Preston J. Steenhoek, the manag- 
ing director of Streich Lang, said the 
lawsuit was consistent with a pattern 
of Federal lawsuits against many 
professional firms. “This litigation 
will have no negative economic im- 
pact on Streich Lang and will not 
affect our ability to serve our cli- 
ents.” he said. 

Citing the pending legal battle, Mr. 
Steenhoek declined to discuss wheth- 
er the firm had been involved in anv 
wrongdoing. 


Grand Jury to Be Called 
On Clinton Land Deals 


By STEPHEN LABATON 

Sp«M m ttm mm V«* Tbnaa 


LITTLE ROCK, Arlc. Feb. 16 - The 
independent counsel investigating the 
real estate investments of Bill Clinton 
and his wife, Hillary, made his first 
court appearance today, obtaining an 
order to convene a grand jury that 
would be devoted solely to that case. 

The counsel. Robert B. Fiske Jr., said 
he had asked that the grand jury be 
appointed to sit for 18 months to insure 
that the investigation would be handled 
"tn a .prompt and thorough manner.” 
His request was granted in a closed 
session here with Judge Stephen M. 
Reasoner of Federal District Court. 

Tht panel to be composed of 23 
members. wiU be separate from an 
already-seated grand jury that meets 
hereoniy a few days a month and has a 
full schedule of unrelated cases. Its 
term, also expires in June. 

••Subpoenas Expected Soon 

Mt* Fiske said he expected that the 
new- grand jury approved today would 
sit more than the usual two or three 
days -a month to examine evidence, 
lake' testimony and decide if indict- 
ments were warranted. It is expected 
to subpoena important witnesses in the 
nextiew weeks. 

The Clintons were partners in the 

Whitewater Development Commny 


An independent 
counsel moves to 
insure a ‘prompt’ 
investigation. 


with James B. McDougaL the owner of 
an Arkansas savings and loan that was 
(aken over by Government regulators 
in 1969. and his wife. Susan. 

Mr. Fiske and his staff will be inves- 
tigating. among other things, whether 
the institution. Madison Guaranty Sav- 
ings and Loan, improperly tunneled 
money into Whitewater, a 230-acre va- 
cation home development along the 
White. River in northern Arkansas, or 
into President Clinton's political cam- 
paigns when he was Governor of Ar- 
kansas. 

With the investigation beginning to 
gear* up, other Government officials 
said-today that Mr. FiskeJiad decided 
to open offices in Washington and New 
York in addition to the one here. 

Mr Fiske is seeking office space in 
Washington, the officials said, because 
many witnesses are there and because 
he will be looking into the circum- 
stances of the death of Vincent W. 
Foster Jr., the deputy White House 
counsel and a longtime friend of the 
Clintons who commuted suicide last 
July. 


At his death, Mr. Foster had papers 
concerning the Whitewater Develop- 
ment Company in his office in the West 
Wing of the White House. The files 
were never included in an inventory of 
Mr. Foster's office but were sent by the 
White House counsel. Bernard W. 
Nussbaum. to the Clintons' personal 
lawyer, David Kendall. 

Last month, the White House said 
Mr. Kendall had turned the files over to 
the Justice Depanmen t. along with 
other documents it had subpoenaed. 

Mr. Fiske has already announced his 
intention to take sworn testimony from - 
the Clintons, and prosecutors from his . 
office are certain to be interviewing | 
other officials at the White House and 
Justice Department. 

New York Office Planned 

A much smaller office is to be opened i 
In New York. It will be used to store 
documents and as a meeting place 
when Mr. Fiske, a Wall Street lawyer 
with Davis, Polk fc Ward well and a 
former United States Attorney from 
Manhattan, as well as other prosecu- 
tors from New York, return to their 
homes. 

Associates of Mr. Fiske say he has 
been recruiting lawyers from Manhat- 
tan but has not confined himself to New 
York. Lawyers at the United States 
Attorney’s office in Manhattan say he 
has already selected two former assist- 
ants from that office. Julie O'Sullivan 
and Denis Mclnemey. . 

Ms. O'Sullivan is a former Supreme 
Court clerk for Justice Sandra Day 
O'Connor who worked with Mr. Fiske 
in New York. Mr. Mclnemey, who also 
worked with Mr. Fiske. was a clerk for 
Federal District Judge Kevin Thomas 
Duffy of Manhattan. Last month he 
helped win an important Federal fraud 
and conspiracy case in New York 
against the Cooper Companies, a mak- 
er of contact lenses and eye-care prod- 
ucts. for making illegal use of advance 
information about a mutual fund's 
bond dealings. 

Mr. Fiske. who has tried to avoid 
publicity since arriving here shortly 
after being selected by Attorney Gen- 
eral Janet Reno on Jan. 20. said today 
that he expected to announce the ap- 
pointment of his top staff members 
next week. 

In recent weeks he has been briefed 
by the prosecutor formerly working on 
the case for the Justice Department 
That investigation was called off with 
the appointment of Mr. Fiske; the in- 
formation it had developed was to be 
turned over to him. 

Lawyers have begun to show up at 
the new suite that Mr. Fiske rented one i 
floor below the local offices of the Fed- 
eral Bureau of Investigation. The book- 
cases m the suite remain barren, and i 
telephones and lights are being in- « 
stalled. 1 
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Whitewater 

Investigation 

Outlined 

Counsel Tells Judge 
Qinton-Thrift Probe 
Could Take 1 V 2 Years 

By Susan ochmidt 

- - -ir-iwiuHMiw 

Special counset Robert B. Fiske 
Jr. told a federal iudge yesterday tus 
investiKauon oi President Clinton s 
Whitewater real estate venture and 
ties to a (ailed S&L may last 18 
months, cover more than a million 
documents and involve 20 or more 
investigators. 

Alter meeting with Fiske behind 
closed doors. U.S. District Court 
Judge Stephen M. Reasoner m Ut- 
ile Rock. Ark., agreed to empanel a 

grand jury to exclusively 
handle the federal probe ot Madison 
Guaranty Savings & Loan, and the 

Whitewater Developme nt Co rp. 

real estate venture, a corporation 
jointly owned bv President and Hil- 
lary Rodham Clinton. Madison own- 
er James McDougai and his former 
wife. Susan. . 

“The duties of any grand jury/ty 
vesugaung this matter are much 
more extensive than the court had 
previously envisioned.* Reasoner 
sartui his order. 

Early this week. Fiske a office 
served a subpoena seeking a wide 
range oi documents on the Rose 
Law Firm, where Hillary Clinton 
and several high-ranking adminis- 
tration officials were once senior 
partners. They include Associate 
Attomev General Webster L. Hub- 
bell. assistant White House counsel 
William H. Kennedy III. and Vin- 
cent Foster, the deputy White 
House counsel who committed sui- 
cide last July. The scope oi Fiske s 
work includes looking at how the 
investigation into the Foster suicide 
was handled bv the White House 
and law c m or cement officials. 

Rose firm iawvers did legal worn 
relating to Madison. Hillary Urnton 
represented Madison during the 
mid-1980s when it sought regula- 
tory approval for a stock plan from 
>,iate otficiais. McDougai. a long- 
time Clinton friend, has said he 
placed the Rose nrm un » 

SZ.OOO-a-momh rriamer 
ihen-Gov Clinton complained to 
him about his family finances. 

Ilubbeii represented the govern- 
ment when it sued Madison s ac- 
countants tor malpractice m 1990. 
The Federal Deposit Insurance 
Corp. has been examining whether 
Hubbell and the Rose firm properiv 
disclosed possible conflicts ot rnter- 


pecial grand turv ‘because oi the 
■mportance oi this investigation and 
t he importance oi doing it as auicxiy 
nd as thoroughly as possiDle.” 

In his order. Reasoner said that 
even u the regular grand tury was 
asked to extend its term until the 
end of the vear. it would not be able 
to complete the investigation. 
Those grand nirors. who have al- 
ready begun work on the White- 
water investigation. initially 
thought they could do the |ob. Rea- 
,ooer wrote, but believe »t would be 
impoauble now that the “actual 
scope and magnitude of the duties 
that would be involved in such a 
task has become more apparent.* 
Reasoner asked James Burnett, 
the foreman oi the grand iury, to 
attend his meeting with Fiske. Bur- 
nett served as head of the National 
Transportation Safety Board under 
President Ronald Reagan. 

In addition to the crunmal inves- 
tigation going on in Little Rock, a 
special civil task force assembled bv 
the Resolution Trust Corp.. the fed- 
eral agency charged with oversee- 
ing the S&L crisis cleanup, has 
been working feverishly ui Kansas 
ytv for the oast sevenl 
m- investigators and lav 


as 


as lawyers Irom tne iintTof 
... Madison & Sutro hired 

contract bv ihe RTC. are 

pormg over Madison iiles to see if 
there are anv civil claims that can 
Mill be brought against Madison 
attorneys, uinculs or borrowers. 
The statute ot limitations on some 
potential civii claims expires on 
FVh 33 ||ve year s to the aav alter 
^J333S!tTiedand was taken over 

— | -.Tuipoenj delivered this 
■veek to tne nrm sougnt infor- 
Miauon on a J page list ot entities 
uto gidividuais. according to knowl- 
edgeable sources. The list was sim- 
.!ar to one contained in a subpoena 
,-rved last month on Arkansas Gov. 
Jim Guv Tucker tl». according to a 
'ource who has seen both subpoe- 
nas. In addition to documents re- 
nting to Madison and Whitewater. 
:ne Tucker suopoena >uught mate- 
rials on President Clinton. Hillary 
Clinton ana Clinton campaign funds. 



i Retort 8. Ftato Jr. talks to moortme < 

grand Iury to review wMtawatar. 


Rose firm Managing Partner 
Ranald Clark could not be reached 
for comment on the subpoena, but 
he said in an interview last week 
that the firm was collecting docu- 
ments in anticipation of one. 

-We are investigating anything 
and everything that has to do with 


“ 7k are 
investigating 
anything and 
everything that has 
to do with Madison 
and Whitewater." 

-Ronald CU/k. 

Itow firm manixuix partner 

Madison and Whitewater. *aid 
Clark. 

Among the materials being pre- 
pared bv the Rose lawyers and 
sought on the Tucker subpoena 
were documents relating to P.O.M. 
Inc- a large parking meter manu- 
facturing firm that was owned until 
recently by Seth Ward. Hubbells 
father-in-law. and is now owned by 
Ward s son. Seth Ward II. Hubbell 


was P.O.M.’s lawyer. and court doc- 
uments show that Hillary Clinton 
did work for P.O.M. as weiL 

P.O.M. was a Madison borrower, 
and Seth Ward was a Madison em- 
ployee. In 1985. P.O.M. was the 
first company to rec ei v e a special 
“private activity bond* under a pro- 
gram initiated by Cli nt o n when he 
was governor. 

Other individuals and entities 
listed on the Tucker subpoena re- 
lated to partnerships and corpora- 
tions created by Madison owner 
McDougai. several Madison insid- 
ers and borrowers, and materials 
related to Capital Management Ser- 
vices Inc., a venture capital com- 
pany that received federal funds 
from the Small Business Adminis- 
tration. 

Capital Managements owner. 
David Hale, is facing a trial on crim- 
inal fraud charges by Fiske 1 * office 
this spring. Hale has alleged that 
Tucker and Clinton pressured him 
to make SBA-funded loans to help 
Madison, including a $300,000 
loan, part of which ended up financ- 
ing a Whitewater land transaction. 
Tucker and Clinton have denied 
pressuring Hale for the loans, and 
Clinton has said he remembers no 
such conversations where such 


est in hanaling the case. 

Alter lus meeting with Reasoner. 
Fiske told reporters in Little Rock 
that * was necessary to ask lor a 
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Special Counsel Seeks Grand Jury 
In Probe of the Clintons’ S&L Ties 


WHITEWATER. From A1 

special grand jury “because of the 
importance of this investigation and 
the importance of doing it as quickly 
and as thoroughly as possible.” 

In his order. Reasoner said that 
even if the regular grand jury was 
asked to extend its term until the 
dnd of the yftvL'it would not be able 
If?. comptet^\the * investigation. 
Jbpse grand jurors, who have al- 
ready begun work on theJVhite- 
Water 'bijrestlgifioB.^ * initially * 
thought they could do the job. Rea- 
soner wrote,' but believe it would be 
impossible’ now r that the “actual 
scope and magnitude of the duties 
that would be involved in such a 
task' has become more apparent!" 

Reasoner asked James Burnett, 
the foreman of the grand jury, td 
attend his meeting’ with Fiske. Bur- 
nett served as head of the National 
Transportation Safety Board under 
President Ronald Reagan. * ’ 

In addition to the criminal inves- 
tigation going on in Little Rock, a ‘ 
special civil task force assembled by 
the Resolution Trust Corp., the fed- 
eral agency chatged with overse e - 
mg the S&L crisis cleanup,* has 

been working feverishly in Kansas 

City for the past several weeks. 

RTC investigators and lawyers, 
as well as lawyers from the firm of 
Pillsbury, Madison & Sutro hi^ed 
under contract by the RT£. are' 
poring over' Madison files to. see if* 
there are any civil claims that can 
still be brought against Madison * 
attorneys; officials or borrowers. 
The statute of limitations on some 
potential civil claims expires on 
Feb. 28, five years to the day after 
Madison failed and was taken over 
by the government. 

The subpoena delivered this 
week to the Rose firm sought infor- 
mation on a 2 '/ 2 -page list of entities 
and individuals, according to knowl- 
edgeable sources. The list was sim- 
ilar to one contained in a subpoena 
served last month on Arkansas Gov. 
Jim Guy Tucker (0). according' to a 
source who has seen both subpoe- 
nas. In addition to documents re- 
lating to Madison and Whitewater, 
the Tucker subpoena sought mate- 
rials on President Clinton. Hillary 
Clinton and Clinton campaign funds. 



v *i. . " ■ -j. r*-%P '"‘"V 

Rose firin' Managing Partner 
Ronald Clark could not be reached 
for comment on the subpoena, but 
hdjaid in an' Interview last week 
Tbit: the firm was collecting docu- 
ments in anticipation of one. 

*’ ”Wfe are investigating anything' 

Ti&d everything that has to do with 

••• 
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anything aria , . > 

everything that has 
to do with Madison 
arid Whitewater 

’ -«OMld Clark. 
Ross firm- managing paiuier 



Special counsel Robert B. Fiske it. talks to reporters outside courthouse 
after federal fudge agreed to empanel grand fury to review Whitewater. 

was P.O.M.’* lawyer, and court 
uments show 'that . Hillary 
did work for’P.O.M. as well. 

FILM, was a Madison borrower, 
"arid Seth Ward was a Madison "em- 
ployee. In 1985, P.O.M. was?ltie 

first company to receive a special 

“private activity bond” under a pro- 
gram initiated by Clinton when he 
was governor . V V • i » 

Other individuals ah<£ entities 
listed on the Tucker subpoena re- 
lated to partnerships and colora- 
tions created by Madison owner 
McDougaJ, several Madison fisirf- 
ers and borrowers, and materials 
related to Capital Management Ser- 
vices Inc.. a venture capital fcidm- 
pany that received federal 
from the Small Business Ad 
trabon. r * 

Capital Managements owner. 
David Hale, is facing a trial on’cfim- 
inal fraud charges by Fiske’s office 
this spnng. Hale has alleged that 
Tucker and Clinton pressured hin 
to make SBA-funded loans to hel| 
Madison, including a $3D0.00< 
loan, part of which ended up financ 
ing a Whitewater land translctior 
Tucker and Clinton have^fenfe 
pressuring Hale for the loans, ah 
* Chiton bar laid fie remembers n 
such conversations where sue 
loans were discussed. 

: v*- . — 


and Whitewater." 


said 


Madison 
Clark. 

■' Among the materials being pre- 
pared by theiRoae lawyers and 
sought on the'TdCker subpoena 
were documents relating to P.O.M. 
Inc., a large parking meter manu- 
facturing firm that was owned until 
recently by Se& Ward. HubbeU’s 
father-in-law. and is now owned by 
Ward’s son. Seth Ward II. Hubbell 
jm- ** gw** > • ; • :cr 
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Editorial 


IteofTopSeraFrankersof ’93” 

Tte authors of ite article should be cret 


Who Is Congress? 

That’s a question Rep. Jim Leach (R-Iowa) may socn ask the counsto 
decide. He plans lo file a lawsuit challenging the refusals of the Officeof 
Thrift Supervision nd the Reaohitioo Trust Corporation to give him docu~ 
menu related to the Whitewater and^tedison Guaranty scandal. It is the. 
pncticeoffedeialageaciesmiekasecoiifidendatdocumeiiuonlymthe- 
cfaainnenof CoQgrtaaooal committees. Since Rep. Hemy Gpnakg 
Texas), c h ai rm a n of |lm Banking Committee, declined LeachVinvitatton to 
request the documents himself, Leach, the Banking tanking member, is out of 
hick. It was a braising rejection. An CfrS spokesman told Roll Call, **We are 
treating it as a request under FOIA and will make our dedsioa consistent with 
the long-standing position of all federal agencies, which is that examination 
repons and related documcn u are confidential and not subject to public 
rel eas e .** 

Certainly, Leach is not just a member of the public. He is a Member of 
Congress, and as such, should be granted more access to government infonna- 
tion than the public. That's not to say,' however, that all Members are equal 
As former House Counsel Steve Rossrightly notes, the House’s investigative 
nthority is vested in iu committees, and pane! chairmen are elected by the 
minority party in the House. In other words, majority rules. Assigning Leach 
the same privilege that is normally reserved for committee chairmen would 
open the floodgates for any Member — minority or otherwise — to request 
confidential documents. Deciding who in Congress has that power should, in 
fact, be up to Congress — not the executive or judicial branches. 

Clearly, OTS and the RTC should have used more tact in dealing with 
L each; labeling him a member of the public makes bad political sense. Instead, 
theagendcsshouldhaveputtheonusonGonzalezbytellingLeachthatthey'- 
were very sorry, but k was up 10 the Chahman to decide whether to request ’ “ 
documena. Then, let ConzalateH Leach he must file a Freedom of InfbrmaK ' 
tkm Act request. . : v-jy.- 

The stakes are Ugh. AsLeacfa said^be outcome of this dispute M could prove 
more significant" than the W hi i e w aiwrsranri a l itself. And Leach may have 
precedent on Us side. A 1979 decision; Murphy v. Department of the Army, 
said, "It would be sn inappropriate tension into the le gislative sphere for the 
courts to dedde-^cUy the chahma of a committee shall be regarded as the 
official voice of the Congress for p urp os es of receiving such information, as 
distinguished from its ranking minority member, other committee members, or 
other members of the Congress.** It could get interesting if Leach makes good 
on Us threat to pursue the case through legal channels. 

Leach argues that withholding the documents violates the system of checks 
and balances. In this case, that's true. Democrats control the White House and 
Congress, and therefore, can deny the opposition party access to information it 
may want to use against them. And as Leach said last week, “It is conceivable 
that sometime in the next half century the Republicans might be in the majori- 
ty, and the precedents being set might be helpful [to Democrats).** Of course, 
in that case, would Leach warn Democrats to have the very privilege he's 
asking for now? 


imd with ret attempt to balmce their anal? 
m by calculating the "saturation per at 
dress’* in each Senator's state rather than b 
simply reporting the tool costs per offic. 
Unfort una t el y, the effort to address or 

in the nmmended consequence of distort 
.ingJhe statistics in mother direction. 

Obviously, the effort to provide "bel 
attar in rntartrat reporting means t te 
VKV er al of os from rant -states are no* 
labeled as heavy users (read "abusers!”) c 
thefrenLOf the 19Senreonon your list c 
Top Franker*," seven of us represer 
states with populations less than 850 JXK 
All but seven of the tist of the "top- 1 
Senators hail from sales with popolatior 
of less than two million. 

All members oftte Senate hive at least 


minimal amount of mail that goes oat - 
regardless of the sire of our co ns ti tu e n cy 
For example, a press rekare mailed lo th 
Luk (Wyoming) Herald costs as much t 
mail as one to an eastern newspaper (and 
don't send item much stuff!). Which c 
these equally priced mailings is likely t 
reach a larger audience? 

So when I. as a Senator from this coot 
try’s smaUett congressional district, ma 
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‘Tough’ federal lawyer went 
soft on Hubbell in S&L case 


J o / 

N ^ 


rv prank j Murray 

<tHMMMQtON r>W(t 


A government lawyer considered 
- Hard-liner against law-firm con- 
victs ot interest took relaxed stands 
<n the role ot the Rose Law Firm's 
•Vebster L Hubbell m a 410 million 
lawsuit to recoup taxpayer losses 
:rom Madison Guaranty Savings 
and Loan Association. 

Little Rock's Rose ttrm — whose 
partners included Mr Hubbell. Hil- 
lary Rodham Clinton and the late 
Vincent W. Foster Jr. — handled the 
Madison-mated case despite its ear- 
lier efforts to keep the Arkansas 
thrift afloat and Mr. Hubbell's fam- 
ily ties to Madison. 

Rose took over the S 10 million law- 
suit against Madisons auditors. 
Frost and Co., from a Memphis law 
firm, moving the case out of state 
courts and into federal court. The 
Federal Deposit Insurance Corp. 
FDIC) accused Frost of being re- 
sponsible for beery taxpayer losses 


April B reals* as an FDIC staff 
lawyer known for her toughness on 

conflict of inte res t, intervened on 
behalf of Mr Hubbell in 1989. ac 
cording to FDIC records. 

Me Hubbell. a close-friend of 
President Clintons, is now associate 
attorney general and the No. J ut 
ficiai at the Justice Department. 

FDIC investigators may shed 
light when they report, per- 
haps today on a probe of two possi- 
ble conflicts of interest in the Rose 
firm's takeover of the FDICs suit 
against Frost, whose audit was used 
by the Rose firm to persuade state 
regulators to allow the failing thrift 
to stay open. » - - - 

While Mr. Hubbell. Rose s manag- 
ing partner: and Miss B res law ap- 
pear to know each other only 
through a prior case Rose handled 
tor the FDIC. documents show that 
she: • 

• Brushed aside repeated internal 

challenges to Mr. Hubbeffs lovali v to 
FDIC with personal assurances he 
would not disclose confidential in 
formation to family members with 
ties to Madison. ^ ” 

• Vouched in writing for the Rose 
firm* performance in the- other 
FDIC case— Coming Bank/ Manat i 

• And inexplicably approved a SI 
million settlement with Frost, al 
though it had S3 million in liability 
insurance. 

Miss B reslaw. 33. whose duties 
were switched in 1992 from the 
FDIC to the Resolution Rust Corp. 

' RTC). which handles the S&L bail- 
out. did not respond to requests to 
>oth agencies tor interviews. 

Througn an RTC spokesman, sne 
-aid yesteroav she vouched for Mr. 
Hubbell because she was assured 
to her satisfaction ‘ that he had nu 
conflicts of the type that led her to 
instantly remove from the case a 
Memphis law firm. Gemsh and 
McCreary the attorney of 


That is one of our biggest no- 
nos." a senior FDIC official said yes- 
terday. speaxing about the case on 
the condition ot anonymity. 

Mr. Hubbell's father-in-law. Seth 
Ward, was an officer ot a Madison 
real estate subsidiary. Madison Fi- 
nancial Corp- at the time Mr. Hub- 
bell agreed to handle the FDIC case. 
Mr. Ward's involvement with Madi- 
son Guaranty, sources say. was well 
known then. 

Me Ward defaulted on more than 
S587JXX) In Madison Guaranty loans 
and was considered by the govern- 
ment to be a prune offender in the 
abuse of Madison funds, according 
to Federal Home Loan Bank Board 
records. He was in litigation with the 
failed thrift when the government 
took it over on March 2. 1989. at a 
cost to taxpayers of SSO million. He 
later settled the case. 

“She (Mias B reslaw I said Mr. 
Hubbell stated in writing at some 
pouu that he would not and did not 
represent Seth Want" the RTC 


The general concern about Me. 
Hubbeii. originated by M adiso n liti- 
gation coordinator Sue Strayhom. is 
that he might pass on confidential 
information from a ba n k strategy 
book to Mr. Whrd. or his son Seth 
WSrd II. who had a separate lawsuit 


committed suicide July 20. con- 
cealed the Rose firms representa- 
tion of Madison in order to take over 
the Frost case and its S400.000 fee. 

Mr. Fosters nine-page letter on 
Feb. 28. 1989. soliciting the case said 
in part “the Firm does not represent 
any savings ana loan association in 
state or federal regulatory matters" 
and listed what he called previous 
specialized matters that did not in- 
clude representation by Hillary 
Rodham Clinton, then a Rosa part- 
ner. before a state regulatory agency 

In that case. Rose lawyers relied 
heavily on Frost audits, which they 
later attacked in the FDIC lawsuit. 

The current investigation looked 
into Roses claim the information 
was given orally which FDIC law* 
yers don't recall. But the federal 
agency asserts it "would not be 
viewed as a disqualifying conflict- 
even if it were known. 

^-When Miss Breslaw wens to bat 
for Mr Hubbeii in 1989. the fended 
off challenges from within the FDIC 
questioning tus loyalty to FDIC and 
Rose conflicts. ' — 

-Another thing to keep m mind is 
that our primary att o r n e y in the 
Frost matter is Rick Donovan, not 
VWsbb Hubbeii. ... Some of hia In- 


in a June letter to David Paulson, 
managing agent of the Madison con- 
servatorship. Miss Breslaw dis- 
missed the risk and said: “For one 
Hung. Hubbeii does not represent 
Wkrd and would not do so in the 


and one of fus law firm parOMrs has 
.become our anorney. On t h eca facta. 
I am not inclined to taka a 
S 10.000.000 case away from counsel 
that has obtained fine results for me 
on other matters.'' shevrrow ks a let- 
ter to an FDIC offidal.who waned 
Mr Hubbell's firm takan off the 


Mrv Hubbeii never made such a 
broad promise, and his letter prom- 
ising not to represent Mr Ward or 
tus son in matters involving Madison 
was written five days after Miss 
Breslaw passed along the assur- 
ances she now says are based on that 

letter. * —* * -- 

_rl have no intention of represent-, 
mg Mr. Ward or his son in the future 
concerning any matter relating to 
Guaranty." Mr. Hubbeii 


Despite Miss Breslaw* i 
that Mr Donovan waa ihwFDICi 
lawyer. Rose bills -showed Mr. 
Donovan* billings only* Mt higher 
than those of Mr HubbelLJrbo re- 
peatedly charged thengovsramem 


wrote to Mr. Paulson. 

Miss Breslaw allowed Rose to take 
control of the Frost case because she 
claimed conflict of interest by Mem- 
phis' Gemsh and McCreary firm. 
—That firms senior partner Jeff 
Gemsh. is a former FDIC official 
who specializes in defending offi- 
cer* and directors of failed S&La. 

Through the RTC spokesman. 
Mias Breslaw said yesterday Mr. 
Gemsh opposed the government in 
the Coming Bank/Menatt case in 
which Rose represented the FDIC 
The Frost case, however, was be- 
ing handled by E Guthne Castle Jr.. 

; hen pan of a separate two-man firm 
loosely associated with Mr. Gemsh. 

Miss Breslaw s assertion of major 
conflict by the Gemsh firm was de- 
nied by Mr. Castle, now ■Demo- 
cratic candidate for Congress in 
Memphis, who said his firm waa 
hired to bring the original lawsuit 
-because they couldn't find a lawyer 
in Arkansas without a conflict.- 
FDIC Investigators also »"**** 
nether Mr Foster, the 


White Housedeputy counsel who 


l Breslaw. , „ . 

, sn Rose. telephone iogs-f rotmMarch 
27 to June. 27. submitted with bill*, 
show no discussion on maaars of 
conflict. Despite firm gu — lame nt 
policy banning payment for resolv- 
ing conflicts, however. Miss Breslaw 
approved Mr. Hubbell* billing for 
writing a letter doing exactly that 
Another billing for a t unaniiart oo 
between Me Hubbeii and David L. 
Hale, a former Little Rodujudge 
who has since implicated Mr. Clinton 
' (n obtaining and channeling an im- 
proper S300.000 Small B usin— Ad- 


Other records obtained -byThe 
Washington Times show Mr Hubbell 
as the attorney or record In the Frost 


The conflict issue waa 
anew on Aug. 10. 1989. by -FDIC 
credit specialist Ken Schneck. - 
“I would like someone with a 
wider scope oi authority to review 
the situation ana possibly e lim i na te 
this conflict." Me Schnrck wroee. ap- 
parently to no avaiL - 

An official familiar with 
mot attempts to get l 
function in motion duiw* .■■■ — .» — - 
t wary and 

1980* suggested the 4ault4n+an« 
■fling the Madison case lay wnitfbat 
and oot with 
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S&L director 
gave to Clinton 
in son’s name 



A S3JXW campaign donation from 
a 24-year-old college student to help 
BUI Clinton retire 1984 gubernato- 
rial campaign debts actually came 
from the student* father a director 
at Madison Guaranty Savings and 
Loan As so ci atio n , the thrift's owner 
told an Arkansas lawyer 
James B. McDougai. the focus of 
a fede r al investigation into' allega- 
tions of loan fraud and the diversion 
of S&L money to Me Clinton* cam* 
paigns, told the Little Rock lawyer ui 
a March 1992 cocwsao on that the 
donation — a emshfer* check pur- 
portedly signed by student Ken Pea* 
cock — actually was made by 
Charles O. Peacock, a Madison di- 
rector and shareholder 


ranged by Mr. McDougai, at Madi- 
son* Little Rock headquarters. 

About $35,000 was raised and 
given to Me Clinton to help retire a 
$50, 0 00 personal note the governor 
and his wife. Hillary Rodham din- 
ton. had taka from a Arkansas 
bank to finance the successful 1984 
race. 

About 100 people attended the 
fund-raiser in Madison* lobby. Most 
of them were Madison stockholders 
or officers of the S&L 

Me Peacock, a Madison director 
from 1983 to 1985, said yesterday in 
a u riep bo o e interview from his farm 
in Bald Knob. AtIl. that despite vig- 
orous denials in December and Jan- 
uary about his involvement in the 
donation, he now recalls making out 
the check to Mr Clinton in his son* 
name without the younger Peacock* 


In the tape-recorded converse- Asked why he previously said he 
dan. a transcript of which was oto- knew nothing about the in in- 
tallied by The Washington Times. temew?m£ The Washington Post 
Mr McDougai acknowledged that he ary « ^ Yorker both of 

was aware of the arrangement which wrote stones about the 53.000 

“That crazy Charles Peacock — donation, he “I felt It warn* 
you know him? Charles was a direc- anybody* business what I did. 
tor ... and. by the way he cant be Tm not like you guys in the media 

anything you might say [wail crit- laying around in some swanky hotel 
ical of the Clintons . . . because the in Little Rock." he said. “I’m out here 
night we gave him (Me Clinton I that on the farm wading in the mud, and 
money he gave him S3£00,” Me I dont feel like I have to tell anybody 
McDougai said. | anything. 

Charles Peacock confirmed yes- "Besides." he added. "I’m a poiiti- 
terday that he wrote the check m his I dan, and as a politician 1 have the 
son* name. I prerogative to lie whenever 1 want." 

Law enforcement sources said in- 1 Initially saying that he was a long- 
vesogators are aware of the ques- i time Republican and had "never" 
tionable Peacock check. They said supported Mr Clinton, Mr Peacock, 
the probe, now being turned over to asked why he gave money to a Demo- 
special counsel Robert B. Flake Jr., crat, said. "Because he was running 
sought to establish whether Madison for president.'' 
funds were used illegally to benefit Reminded that the donation came 
Mr. Clinton's campaigns or whether in 1985 for Me Clinton* 1984 guber- 
S&L officials improperly diverted aa oorial race, he said, “I guess I 


money to the governor. 

The Resolution Thist Corp-, which 
oversees failed S&Ls. was the Tint to 
question whether money nosed' by 
Me McDougai at an Apnl 1985 fund - 1 
raiser was appropriate. The Peacock I 
check was among several listed in a 
criminal referral sent by the RTC to 
the Justice Department. 

The S3.000 donation came during 
an April 4. 1985, fund-raiser, ar- 


changed my mind.” 

Mr. Peacock would not discuss the 
McDougai tape, saying only that he 
expected he would "get to talk to fed- 
eral investigators about the check" 
at some point. 

Federal records show that Mr. 
Peacock was not only an officer and 
shareholder at Madison, but also a 
major borrower. A March 1986 Fed- 
eral Home Loan Bank Board report 
said the thrift had lent more than 


$393,000 to businesses involving him 
and members of his family. 

Ken Peacock was not available for 


comment yesterday. He told The 
Post m December that he had not 


made any such donation. 

White House senior adviser 
Bruce R. Lindsey did not return calls 
to his office for commit yesterday. 
Administration and campaign offi- 
cials previously have said they were 
not aware of any discrepancy involv- 
ing the Peacock donation. 

Mr. McDougai also was unavail- 
able. His Little Rock attorney, Sam 
Heuer also did not retuiffcllljf u his 
office for comment. 


The taped conversation took place 
March 24. 1992. in Little Rock at- 
torney Sheffield Nelson* office after 
federal investigators had begun to 
look into purported loan irregu- 
larities involving Madison. Mr. Nel- 
son. a Clinton enne and unsuccess- 
ful Republican opponent m the 1990 
Arkansas gubernatorial race, said 
the conversation was tape-recorded 
at Mr McDougai* request. 

Mr Nelson, who never was Mr. 
McDougai* personal lawyer, said he 
agreed to the meeting after Mr 
McDougai asked him for help in get- 
ting information to the media during 
the 1992 presidential campaign 
about Mr. Clinton and others with 
ties to Madison. Mr. Nelson was not 
the source of The Times’ transcript. 

"He told me to get the information 
passed on," Mr Nelson said. “He said 
he wanted it in the hands of some 
people in the press. And that* what 

I tried to do. nothing more.'* 

In the transcript, Mr. McDougai. 
a business partner of the Clintons in 
Whitewater Development Corp., also 
said the couple lied about losing 
$68^00 in the northern Arkansas 
real estate venture. The loss was re- 
ported by the Clintons after White- 
water surfaced as a presidential 
campaign issue. 

“I noticed that article yesterday in 
The Post where same guy there just 
accepted the Clintons* S68J)00.“ Mr 
Mi-nwip i said. “I could sink it 
quicker than they could lie about it 
if I could get in a position so 1 
vwmldnt have my heed beaten off. 
And Bill knows that." 

The conversation was recorded a 
day after the Clintons released an 
audit saying it substantiated their 
Whitewater losses. The losses were 
oatUned in s report by Denver law- 
yer James M. Lyons, a Clinton ally 
who worked in the campaign. He 
was appointed by Mr Clinton m Oc- 
tober to a government advisory 
panel seeking peace in Ireland. 

Mr Lyons has since acknowl- 
edged that the audit was based on 
incomplete records and that he 
never spoke with the McDougals 
about it 

In the conversation with Mr. Nel- 
son, Mr McDougai also said that Da- 
vid L. Hale, owner of Capitol- 
Management Services Inc., a Little 
Rock lending company, was mamp- I 
u La ted for Small Business Adminis- 
tration loans and that information 
given to him for the loans often was 
* fraudulent” 

Mr Hale, now under federal in- 
dictment for unrelated SBA loans, 
has said Mr. McDougai and Mr. Clin- 
ton pressured him during a March 
1986 meeting for a $300,000 SBA I 
loan to Mr. McDougai* wife at the 
time. Susan. The loan was never re- 
paid. and $110,000 of it eventually 
went to Whitewater. 
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Democratic 
leaders lower 
resistance 
to hearings 

By P^M^Rodnguez 


Speaker Thomas S. Foie* yet- 
terday appeared to ease thdr 
to hearings on the 
Whitewater* Madison affair 
amid charges by RapubUcana 
that they are mvoived in a cover- 
up so p r ote c t Preeident Clint o n . 

Rep. Henry B. Consoles. 


stance against such hearings, 
which are sought by Republi* 

In an attempt to avert a full- 
scale cong ressioM i in vtamg a- 

meeting yesterday morning 
with about a dozen House com- 
mittee chairmen to map out a 
“management" strategy to con- 
duct an inquiry under the aus- 
pices of an oversight hearing 
this month on the Resolution 
That Corp. 

“Wa're being put into a di- 
lemma that wa can't win no mat- 
ter what we do," said a senior 
House Democrat who is among 
several beginning to look for a 
palatable answer for the grow- 
ing volume of calls from Repub- 
licans and the public for White- 
water-Madison hearings. 

“It* a tram wreck waiting to 


locomotive." 


ned about “a lack of leadership 
in getting this thing turned 


Mr. Foley said he opposes an in 


Guaranty Savings and Loan Associ- 
ation. whose failure cost taxpayers 
S50 million: its ties to Whitewater 
Development Corp.: and questions 
jbout the Clintons involvement in 
the two failed enterprises. But the 
Washington Democrat suggested 
that he would not block hearings. 

Mr. Foley said he is concerned 
that a congressional inquiry would 
interfere with a probe by special 
counsel Robert B. Fiske Jr., who was 
appointed by Attorney General Ja- 
net Reno to look into the Whitewater 
Madison affair. 


"There's no reason for a separate 
investigation.” Me Fdley ■“J- 
the counsel do his job. I dont think 

there is any evidence of misconduct 

by the president or anyone else. 

**l don't care what Tbm F oley 
wants” a Democranc committee 
chairman said. "It* better for us to 
do wh»t the 

!« wtai you repocten col t ful l «lu- 
closure* and get on with other busi- 
ness that* backing up because of 
this. " 

“This may be our president, but it 
certainly isn’t our mess," another 

— ^ — okai pin avi CttH 


"Well do what we can, but in the 
end. I’m w»n*ng you. I'm not taking 
any heat with the folks back home 
over this crap." he said, reflecting a 
growing concern among Democrats 
and Republicans that a failure by 
Congress m probe Whitewater and 
Madison could hurt them in the fall 


Another Democrat in the House 
leadership said: "No. I don’t think we 
should get into a full-blown rnves- 
l tigaoon of this thing. But I also think 
I we should do s o m et h i ng now that 
Henry has opened the doors." 



House Sponkor Thomas Foley says 
he oppose, but wool stop hearings. 

Mr Gonzalez, who u^this w«*k 
opposed hearings, opened the door 
Tuesday during V 1 ^ cu “S^t S 
House floor with Re P* y 

Walker. Pennsylvania Republican, 
when he 


. Whitewater-Madison. 

The Texas Democrat , agreed to 


this month on the RTC the federal 
agency responsible for cleaning up 
faded S&Ls such as V- 4 *—* 


Almost immediately after Mr 
Gonzalez made his floor comments 
about a WhitewaterMadison probe. 

hiaoffice said he did not mean to say 
that he would hold separate hearings 
on the WhitewaterMadison affair 
but only the RTC oversight hearing, 
which is required by law every six 


‘“‘STw.lker. who serves as the 
chief deputy GOP whip.^d yester- 
day that absent any direct clanfl 
from Mr Gonzalez, he be- 
that what the c hairma n said^ 

on the House floor Tuesday remains 
wiping on Mr Gonzalez and the 
Democratic leadership. 

“I*m one who believes that mem- 
ban speak for themselves — not 
staff." Mr Wklker told reporters- 
After reviewing the Congres- 
sional Record, the official journal of 
tho House. Mr Walker said. "I dent 

think this is a matter of the chairman 

misspeaking,” as Mr Gonzalez’s 

mrnmRR kas «t I ffffMtPfl. 


Mr Foley said Mr. Gonzales will 
make his own decisions on the mat- 
tar without pressure from the lead- 

e *^I*don’t have any intention to talk 
him out of any hearings he wants t o 
conduct.” Mr Foley said in response 
to a question about whether he had 

or would talk to Mr. Gonzalez about 

his comments. 

“As far as hearings are concerneo. 

that* a matter for committees to de- 
termine.” Mr. Foley said. “I don’t set 
up bearing schedules. I don't deter- 
mine hearings by committees.” 

In another comment suggesting 
the possibility of hearings, he said. 
"I don t believe that there is a justifi- 
cation for any profonged congres- 
sional investigation of the White- 

ConMlert spcc«l meet- 
mg early yesterday with ^ commit- 
tee chairmen, several Democrats 
talked about how to minimize the 
fallout from such a hearing, not 
about blocking it 

“ Basically, from what 1 under- 
stand. they talked about how ©man- 
age any hearings m ll ?e commg 
vreeks that will deal 
oversight to make sure thatRepubli- 
cans are carefully managed on what 
they can ask about Whitewater?’ said 
a House Democrat briefed after the 


’! think it begins to look suspi- 
ciously like a coverup. Mr. Warner 
said yesterday. 

• Frank J. Murray contributed to 
this report. 
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Leach Suit Over Whitewater Documents 


Would Test Power of Ranking Members 

In Quest for Papers From OTS, RTC, Minority Banking Aides Cite 1979 Court Ruling 


By Glenn R. Simpson 
Kcp. Jim Leach (Rlowa) says 
he expects to Hie a lawsuit against 
the Office of Thnfi Supervision 
and the Resolution Trust Corpo- 
ration to force the agencies to turn 
over confidential documents re- 
lated to the Whitewater scandal. 
Ai issue is whether executive- 


branch agencies must release doc - 
uments to a ranking member of a 
Congressional committee as well 
as the chairman. 


Leach, the ranking Republican 
on die House Banking Commit- 
tee. has been waiting for OTS and 
RTC to respond in writing to re- 
cent document requests. Leach 
alleges that the agencies are 
avoiding an outright written re- 
fusal because u will prompt Leach 
immediately to go to court 
"I dunk their apprehension is 
reasonable." said Leach. That is, 
they have good cause to fear that" 
Leach wants the agencies to 
lure over confidential bank exam- 
inaoon repons and related docu- 
ments. House Banking Commit- 
tee Chairman Henry Gonzalez 
(D-Tcxas) has declined to en- 


The OTS has orally told Leach 
aides Uim hu request will be I 



Warming that the issue of minority rights comid prove more urn portent than the details of the 
Whitewater scandal toed, Leach, at a press conference Tacsday, noted, “It is conceivable that 
half century— 1 he preeedeats being set might be helpful |lo Democrats |.” 

Three GOP House Members. Depositor Protection Oversight 
Reps. Bob Walker (Pa), Toby Board hearings, when are sup- 
Roth fWis). and CllfT Stearns posed to be held every su months 


dwirv jII> lie. i '|K\i.il ytxiiiMi 
nuiuv in invvMigjh.' tl*c * lull » .1 
lcr-NLidi-«on h^L m. jikIjI. i -mimic 
picas instead lot Iwarings !•> regu- 
lar cummuiccs oi juximIk iinii 
Special select committee icmi- 
lutions had been drjltcd bv kc 
publicans in both chamber- but 

House Banking 
Republicans made 
a parliamentary 
gambit last week 
to force a public 
hearing on the 
controversy. 


the appointment oi special coun- 
sel Robert Ftskc by the Justice 
Dcporuncni caused Republicans 
to reconsider 

House Minority Leader Bob 
Michel (R-llll disclosed the 
COP's decision io wnhhoid a spe- 
cial committee resolution m a let- 
ter to Speaker Tom Foley (D- 
Wash). Senate Minority Leader 
Bob Dole (R-Kan) followed suit. 

In hu leucr to Foley, Michel 
said the Banking. Small Business, 
and Judiciary Committees 


rather than Congress, because 
Leach is not a conmuuee chair- 
man. It will thus be tremed as a 
Freedom of Information Act ro- 
quest (Roll CalL Jsn. 13). 

On Tuesday, acting OTS Direc- 



on oversight and mresugaoons. 

Leach aides have been re- 
searching case law and compiling 
• list of law firms they can ask to 
represent Congressional Republi- 
cans on a pro bono basts. 

Leach would almost certainly be 
denied use of (he House Counsel 
because the bipartisan leadership 
must unanimously authorize court 
action by the counsel, and Demo- 
crats oppose Leach's inquiry. 

"We are conudermg his request 
for the release of various docu- 
ments. and since his request is not 
an official request of the House 
Banking Committee, we are treat- 
ing it at a request under FOIA and 
will make our decision consistent 
with the long-standing position of 
all federal agencies, which is that 
examination reports and related 
documents are confidential and 
not subject to public release." said 
OTS spokesman Bill Fulwider 
yesterday. 

Leach aides believe they could 
win a court figlu, based in pan on 
a 1979 DC Court of Appeals deci- 
sion, Marphy v. Dept, of the 
Army, which found there is no 
basts for distinguishing between a 
Congressional committee and a 
single Member in terms of power 
to request information from gov- 
ernment agencies. 

"All Members have a constitu- 
tionally recognized status enti- 
tling them to store a general con- 


the court said. 

"It would be an ina ppropriate 
mouses! tmo the legislative Rrfiere 
for the courts to decide without 
c o n g ressi o na l direction that far 
example. only the chairman of a 
corem mec dull be regarted as the 

Leach aides have 
been compiling a 
list of law firms 
they can ask to 
represent the 
Republicans on a 
pro bono basis. 


official voice of the Congress for 
purposes of receiving such infor- 
mation. as distinguished from its 
ranking minority member, other 
committee members, or other 
members of the Congress.". 

Leach suggested at a Tuesday 
briefing with reporters that the 
checks and balances questions 
raised by the Whitewater contro- 
versy "could prove more signifi- 
cant" than the scandal itself, 
which he continues to say will be 
resolved as a civil raiher than 

Democrats may someday come 
io rue their decision to fight 
Leach’s probe, he said. "It is con- 
ceivable that sometime m the next 
half century the Republicans 
might be in the masonry, and the 
precedents being set might be 
helpful (to Democrats). * 

Meanwhile. Republicans ap- 
peared to win agreement from the 
chairmen of the House and Senate 
Banking Committees to bold 
hearmgs on Whitewater. 

• 


(Fla), ambushed Baakmg Chair- 
man Henry Gonzales (D-Texas) 
on the floor during special ankn 
Tuesday and demanded that he 
answer their queries on Whitewa- 
ter and Madison Guaranty. 

Gonzalez said the Banking 
Committee is suU considering 


and have not taken place nnee 
early last year. 

Under oversight board rules. 
Republicans believe they would be 
allowed io call witnesses related to 
the failure of Madison Guaranty. 

The House and Senate GOP 
leadership last week backed off 


“would be abdicating ibarcomij- 

tuuonal oversight obligation if 
they rei use to delve into and hold 
hearings on the issues surround- 
ing the Whitewaicr/Madison af- 
fair." and asked Foley to order the 
committees to hold hearings. 
Foley refused. 


whether to investigate the case 
and Will bold heamgs on Madi- 
son To the extent that the junadic- 
lion of the committee a properly 
exercised." 

Gonzalez tndcated the matter 
would likely be taken up at a 
Thrift Depositor Pmecuaa Over- 
sight Board hearing. The board 
oversees the Resolution Trust 
Corporation. 

In the Senate. Banking Com- 
mittee Chairman Donald Regie 
(D-Mich) also promised io ha ihe 
maucr be addressed ai an over- 
sight board hearing. 

The moves by Rieglc and 
Gonzalez followed a full-court 
press by the GOP. 

Banking Committee Republi- 
cans on Friday demanded that 
Rieglc hold a "special meeting" 
on the Whitewater and Madison 
scandal. 

The Republicans said Senate 
rules allow three members of a 
committee to request a special 
meeting of the committee, and if 
the chairman refuses, a majority 
can then vote to override him. 

House Banking Republicans 
also made a parliamentary gambit 
last week io force a public hearing 
on the controversy. 

A freshman member of the 
House Banking Committee. Rep. 
Spencer Backus (R-Ala). sent 
Gonzalez a letter signed by ail 20 
Banking Republicans calling on 
the chairman to hold the Thrift 


Covering the Spread 



fhof by Lamrm fmiurto* 


Buffalo Bills boaster Alfonse D’Amato settled his Super Bowl 
bet with Dallas Cowboy* cheerleaders Kay Bailev Hutchison 
and Phil Granin. Since tbe Bills loai by more than 6 points. 
D'Amnto tod to wear Ihe Cowboys boxers outside bis pants. 


IS22S 
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Congress’ inevitable Whitewate r hearings 


T hose on Capitol Hill who would like this whole 
Whitewater business to eo away snouid mane 
every effort to spend some tune with Rep. Jim 
Leach, the ranking Republican on the House oankrng 
committee, who has been pressing tor congressional 
hearings on the affair. Editors and reporters at The 
Washington Times had such an opportunity over 
lunch Monday. Mr. Leach is soft-spoken to the point 
at which, even around a dining table, one must 

sometimes listen carefully jiist to hear him. He is also 

a man ot understatement, someone who will only say 
as much as he must, rather than as much as he can. 
In others, these two qualities might contribute to an 
impression ot irresolution. That is why waverers on 
the Hill should meet Mr. Leach. They will walk away 
with the certain impression that he is inexorable. 

There is going to be an investigation of Whitewater, 
not only by Independent Counsel Robert Fiske. but 
by Congress, and Congress is going to obtain copies 
of all extant relevant documents; the opposition to an 
inquiry has been merely political, majorities 
protecting a president of their own parry from 
embarrassment or worse. An investigation is the 
right thing d do; no one can seriously dispute the 
data t h at t h e co ngressi onal precedents on oversight 
demand an inquiry. And sooner or later enough 
members of Congress will insist they may not relish 
it but they will agree that there is no other course 
by which they can maintain that they are men and 
women of principle. 

Realization that all of the preceding is true is 
s pe ea d ing onCaptolHUL It probably goesalong way 
to explain the responses of banking committee 


t hairman Henry Gonzalez m a coiloauy on the door 
• »r the House yestenuy with Republican Rep. Robert 
Walker and others, riie chairman was. perhaps 
unsurprisingly, evasive, and after the session on the 
Hoar, he sought to minimize the promises that he 
seemed to make. But Mr. Walker asked him. “Will 
hearings be held this year?” 

Mr Gonzalez: “Yes. they wilL" 

Mr. Walker “\fes. they will be held?" 

Mr. Gonzalez: “Very simply, yes — " 

Mr Walker “Hearings will be held this year prior 
to the congressional adjournment, is that correct on 
the matter of Madison Savings & Loan?" 

Mr. Walker “I would hope so." 

The banking committee must, by law. hold 
hearings on thrift resolution, and is expected to do 
so by the end of the month. That prompted the 
following exchange over documents the banking 
committee minority has asked for from executive 
branch agencies but has been refused. 

Mr. Walker “And at that time a request for 
documents would certainly be in order?” 

Mr Gonzalez: “Why not?” 

Mr Walken “We would expea if the request is 
made by ih* rhn** documents would be 

turned over, is that correct?" 

Mr Gonzalez: “I would think so." 

Vfery well Now Mr Gonzalez may think he has na 
premised timely hearings on Whitewater, nor 
consideration of a serious document request And 
perhaps he hasn't But he has opened a door, and as 
he must know, it is not just bomb-throwing 
Republicans who were knocking on it 


Bankers set own guides 
to selling mutual fluids 


By forty Munroe 


In an unusual show of coopera- 
tion. six banking trade groups yes- 
terday announced voluntary guide- 
lines for member institutions who 
sell uninsured investments such as 
mutual funds. 

The groups acknowledged that 
their effort was a pre-emptive strike 
against pending legislation ih.it 
would make guidelines mandatory 

Like the voluntary recommenda- 
tions already issued bv bank rcu- 
utaaors. the booklet released yester- 
day asks that banks make lull 
written disclosure to mutual fund 
customers that their investments 
are not insured by either the Federal 
Deposit Insurance Corp- or the 
bank. 

“If wm do this right, our industry 
will show we can provide a valuable 
consumer product" without interfer- 
ence from regulators, said Donald 
(». Ogilvie. executive vice president 
of the American Bankers Associ- 
ation. 

Mr. Ogilvie joined the leaders ni 
the Bankers Roundtable. Consumer 
Bankers Association, independent 
Bankers Association ot America. 
National Bankers Association and 
Sa vines tk Community Bankers of 
America at a news conference yes- 
terday in Washington. 

n— »i>« are racing into the invest- 
ment business as their share ot the 
naoonS financial assets shrinks. 
Banks sold about 15 percent of the 
S360 billion in mutual funds Amer- 


icans bought last year. 

But two recent studies — «>ne by 
the Securities and Exchange Com- 
mission and one oy a coalition of 
consumer groups — found that con- 
fusion runs deep among people who 
do thetr investing with banks. 

In one survey, half of the respon- 
dents who bought a mutual fund or 
annuity from a bank thought the 
purchase was insured by the FDIC 
— even thuogh they had signed 
inrms acknowledging they under- 
stood the risks of their investments. 

Yesterday. Mr. Ogilvie said. 
There continues to be confusion in 
enough consumers minds to make 
this effort warranted." 

The bankers guideline* require 
ihat customers sign forms ac- 
knowledging that they are aware of 
the nsks involved. 

The booklet also urges bsnks to 
separate the area in a branch where 
deposits arc taken from the area 
w here investments are sold. 

Advertising and promotional ma- 
terials for investment products 
should clearly indicate that the prod- 
ucts are uninsured, and investment 
counselors should be sure the prod- 
ucts thev sell arc suitable for cus- 
tomers. 

rhe American Bankers Associ- 
ation also placed full-page ads in 
newspapers outlining the nsks asso- 
ciated with mutual fund s. 

Comptroller ot the Currency Eu- 
gene A. Ludwig yesterday called the 
bankers' guidelines a a good exam- 
ple of an industry policing itself. 

But consumer groups called the 





■ Customers snouid be told and 
warne d in among that mutual 
fundi are not tedoraky insured. 


■ Customers snouid siqn a form 

saymg they understand me 


■ All advertising snouid carry e 


hjndTare'i 


notice tnst mutual 


■ An investment sales area may 

be set ott from otner bamong 

i by signs or 


■ IWtars snouid be oroftiorted 
from sailing mutual funds or 
offering investment advice. 

■ Investment products should 
be sold by property trained bane 



measures inadequate. 

\\fe don t feel consumers or the 
Congress should lake confidence in 
the ability of the banking industry to 
police itself." said Chris Lewis of the 
Washington -based Consumer Feder- 
ation oi America. 

Kent Brunette ot the American 
Association of Retired Persons 
cailad the bankers efforts a “smoke 
screen*' to fend off legislation. 

House Banking Committee Chair- 
men Henry B. Gonzales. Texas 
Democrat, introduced a bill last fall 
that would require banks to comply 
with a list of disclosure require- 
ments and other government guide- 
lines. 


i sin 
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GOP senators grill FDIC nominee 


-£UTERS NEWS AGENCY 

A friend or Presrdent Cluuon ana 
Hillary Rodham Clinton s vowed yes- 
erdav that it she is contirmed as a 
top trank regulator she would be sen- 
sitive to conflicts of interest involv- 
ing the Clintons' role in the White- 
vaterMadison affair. 

But under questioning from Sen- 
ate Republicans. Washington lawyer 
Rjcki Tigert declined to promise 
that as chairman of the Federal De- 
posit Insurance Corp. she would dis- 
qualify herself from FDIC dealings 
tn the Whitewater matter 
The agency is reviewing whether 
the first lady's former law firm, the 
Rose Law Firm in Little Rock. Ark., 
misled the government about its 
work for Madison Guaranty Savings 
and Loan Assocanon. a now-failed 
Arkansas S&L with ties to White- 
water Development Corp. 

The Clintons' partner in the 
Whitewater land deal. James B. 
McDougai. was president and owner 
of Madison, whose failure cost tax- 
payers £50 million. 

“! will be extremely sensitive to 
issues of potential conflicts ot inter 
est or any appearance of conflicts ot 
interest. ' Ms. Tigert told the Senate 
Banking Committee during a hear- 
ing on her confirmation as head of 
the FDIC. 

Ma. Tigert. who is expected to be 
approved by the full Senate, vowed 
to consult with ethics officials on anv 
matter involving a possible conflict. 
And she pledged to "take the nec 



A? 


Ricfci Tigert testifies before the 
Senate Banking Committee. 


cssary steps to ensure the cred- 
ibility of the regulatory and enforce- 
ment process." 

Ms. Tigert. who is 48 and a part- 
ner in the Washington law firm of 
< iibson. Dunn 6c Crutcher, was nom- 
inated to the FDIC post by the pres- 
ident in November. 

If confirmed, she would become 
the first woman to head the 60-year- 
old agency, which insures deposits 
up to S 100.000 per account in banks 


und savings institutions. 

Hie FDIC has been without a per- 
manent cnairman since the death of 
William Tavlor tn August 1992. 

As a personal friend of the pres- 
ident and Mrs. Clinton s. Ms. Tigert 
has participated in the Renaissance 
Weekends the Clintons have at- 
tended in Hilton Head. 5.C. The New 
Year’s gathering brings together 
v a nous professionals who work both 
in and out ot government. 

During tne hearing. Republicans 
pressed Ms. Tigert on that tnend- 
vhip and whether it would make it 
difficult for her to oversee any FDIC 
involvement in Whitewater. 

Sen. Lauch Faircioth. a North 
Carolina Republican, called it an "al- 
most impossible situation." 

And New York Republican Sen. 
Alfonse M. D’Amato asked Ms. 
Tigert point blank whether she 
would disqualify herself, adding: "I 
couldn’t see how you could get 
around this." 

The FDIC is checking us records 
to see if the Rose firm told reg- 
ulators it represented Madison be- 
fore it was hired by the government 
to litigate against Madison. 

The firm has insisted u did notify 
regulators. 

On other matters. Ms. Tigert sup- 
ported the Clinton administrations 
plan to merge the regulatory duties 
of the four existing bank agencies 
into a single Federal Banking Com- 
mission. and backed annual reg- 
ulatory exams for banks. 


O 



2808 


Newsweek 
January 31, 1994 


Wading int o Whitewate r 

Special Counsel: Will Fiske be another Walsh? 


R OBERT riSKF.S RESUME READS A LOT 
like i-nvrencc Walshs: Republican 
prosecutor, detender ot corporate cli- 
ents tor the same Wall Street nrm tDavis. 
Polk & Wnrriwelk a reputation tor touen- 
ness. meticulous preparation and granite 
integntv Last week he loilowea in his men* 


Whitewater. to be sure, is no Iran-contra. 
Walsh lacea wrongaomg at the top ot the 
executive branen. Aithouiui Fiske s inves- 
tigative tantets include the First Couple, 
(he st axes are tar smaller. He will examine 
the Clintons reiauonstups with Madison 
Guaranty and Whitewater Development 



tors footsteps once again. On Tuesaav 
Walsh reieasea the nnal. 566-page repon 
i»l his seven-vear investigation 
into the Iran-contra scandal. He 
concluded that though there is 
no credible evidence lormer 
president Honaid Reagan broke 
the law. senior Reagan aides 
participated in "a concerted ef- 
fort to aeceive Congress and the 
public” about the arms-for-nos- 
tages debacle. Two oavs later. 

Fiske became Attorney General 
Janet Renos choice as special 
counsel to look into the White- 
water arfair. He promptly as- 
serted his independence, pre- 
dicting that before he was done 
President Clinton and First 
Ladv Hiilarv Rodham Clinton 
would face questions under oath 
about their roles in the murkv 
Arkansas savings and loan saga. 

If Fiske is even half as dog- 
ged as Walsh, it could be trou- 
ble for the Clintons. Thm Whit* 

House reluctantly agreed to a 
special counsel hoping that the 
shroud of silence around a 
criminal investigation would 
take the storv out ot the news tor a while. 
The administration also wants to use Fiske 
as a reason tor opposing congressional 
hearings— on the ground that they might 
prejudice his inquiry. But Clinton could 
also find himself with another problem — an 
aggressive prosecutor eager to justify a long, 
expensive investigation of deeds most 
Americans will told insignificant or just too 
complex to easiiv grasp. That was the charge 
leveled bv Walsh s critics, most of them 
Republicans, who complained about the S36 
million he spent on Iran-contra, it could be a 
year before Fiske is fullv scarfed and under- 
way. And there is nothing to stop him from 
staying on until he finds something that at 
least looks illegal. Reno could theoretically 
hre him. Unlike Walsh, who served under 
the now expired independent-counsel law. 
Fiske operates under lustice Department 
rules. But even a whiff of pressure from 
Reno would create new suspicions that the 
Clintons reallv do have something to hide. 


Corp.. a money-losing Ozark vacation- 
home venture they co-own ea with their 


Sm of Walsh? Fiske t top i and mentor 


menu lames McDougai. Fiske will look tor 
••viaence tnat Madison got tavoraoic treat- 
ment irom Arkansas regulators or that 
the Clintons received special considera- 
tion from McDougai in their Whitewater 
investment. He'll also examine allegations 
that the Clintons or McDougai pressured a 
:<>rmcr Little Rock mdge into making a 
N UJO.OOl) loan to McDougai s wile. Finally, 
lie'll prooe the suicide ol White House law- 
yer Vincent Foster tor links to Whitewater. 

Fiske is unlikely to tace a proplem that 
hamstrung Walsh: congressional testimony 
naer grams oi immunity from prosecu- 
tion. Walsh lost two maior convictions — 
l-t. Col. Oliver North and national -secuntv 
adviser lohn Poindexter— when an appeals 
court ruled that the immunized testimony 
tainted their trials. Democratic chairmen of 
both the House and Senate banking com- 
mittees. Rep. Henrv Gonzalez and Sen. 
Don Riegle. have steadfastly resisted calls 
for Whitewater hearings. Sources say Gon- 
zalez is under pressure rrom aides to Treas- 
ury Secretary Llovd Bentsen to block an 
inquiry or nsk the loss of his chairmanship 
I Bentsen s office denies exerting leverage;. 
Gonzalez, normally a gung-ho investigator 
ol S&L mischief, has quietiv allowed GOP 
committee staff to poke around in Arkan- 
sas. But House sources sav he was so em- 
barrassed bv his capitulation on the hear- 
ings issue he ducked calls from staff while 
home in Texas last month. 

Spoctai venom: For Walsh. 82. the Iran- 
contra nnal report is a bitter coda to a distin- 
guished career He won 11 convictions or 
guilty pleas in the investigation of arms sales 
to Iran and diversion of the sales proceeds 
to the Nicaraguan contras. But he said last 
week that had evidence now available been 
within reacn in 1987. higher-level Reagan- 
administration ngures might have been in- 
dicted. According to Walsto new documents 
depict Attorney General Edwin Meese as 
leader ot an attempt to cover up Reagan s 
alleged knowledge ot the sales. Walsh re- 
serves special venom tor the then Vice Presi- 
dent George Bush, who as president par- 
doned former secretary of defense Caspar 
Weinberger in 1992. two weeks before his 
trial. The prosecutor described Bush as un- 
cooperative and the investigation of his role 
as regrettably incomplete. All principals 
demea wrongdoing last week, savaging 
Walsh as a vindictive lawver run amok. 

lust as elusive tor Walsh was public un- 
derstanding— and indignation— about the 
enormity of the scandal. As the legal trail 
grew cold and the years advanced, he be- 
came an easy mark for partisan imping. 
Fiske won t make many mends either as 
he descends into Whitewater s muck, but 
he'll likely never tace the abject thankless- 
ness ot' his old friend s task. 

Bill Turnout m* 
Mask Hosknsall in MmAuwion 




2809 


By Charles R. Babcock 


President Clinton, hie wife; Hil- 
lary, and their partners used a mix- 
ture of personal and corporate 
checks to pay off the bank loans 
that financed their Whitewater land 
development venture, a practice 
that had confusing tax conse- 
quences. 

The Clintons and partners James 
and Susan McDougal sometimes 
made the loan payments personally. 
In fact, Clinton aide Bruce Lindsey 
said that more than $40,000 of the 
$68,900 the Clintons put into 
Whitewater over the years was in 
the form of such interest payments, 
which they deducted from their in- 
come taxes. 

The loans also were carried as 
liabilities on the books of White- 
water Development Corp. Twice 
the Clintons have acknowledged, 
Whitewater made payments on the 
loans, but both the couple and the 
corporation took the deductions. 
That was not permissible, so the 
Qmtoos voluntarily paid the Inter- 
nal Revenue Service about $4,000, 
fpchding interest, last year to cor- 
rect their error, Lindsey said. 

^ Experts say they cannot tell 
whether the Clintons might face 
j frMtfirtnal tar Kahilitiim from this 
^faring of payments because the 
Complete finan cial r ecords on 
Whttewater are’ not available. The 
fainton s bave i -refuted repeated re- 

Whitewater was formed in . 1979 
to develop vacation properties in 
the Ozark* on a 230-acre property 
purchased by the Clintons and 
McDougals in 1978, while Clinton 
was serving as Arkansas attorney 
generaL The investment, which the 
Clintons have described as a money 
loser, is under investigation by spe* 
cal counsel Robert B. Fiske Jr. as 
part of a broader probe into the ac- 
tivities of Madison Guaranty Sav- 
ings & Loan, a defunct thrift owned 
by McDougal , 

Don WflhamsoQ, an associate pro- 
fessor of taxation at American Uni- 
versity, said the overlapping of per- 
sonal and corporate interests in 
Whitewater is not proper, but also 
not uncommon in small, closely held 
corporations. “People often treat 
snail. corporations as iheir alter 
ego* he said. The Clintons could 
have been confused by “the fast and 
way^HcDougal ran Wfite- 
* add fed 


on the report in refusing to answer 
questions about Whitewater a 
month ago. Lindsey, for example, 
said the accounting firm’s report 
established that the Clintons lost 
the $68,900. The accountants said 
their figures were “materially cor- 
rect* They also were careful to say 
their report was not an audit be- 
cause of incomplete and missing 
records. 

The bank loans and the mixture 
of personal and corporate checks 
that paid them o ft are what make 
following the financial trail of 
Whitewater so complicated. 

The first loan was taken out in 
June 1978, when Bill Clinton was 
attorney general and running for 
Arkansas governor and McDougal 
was a developer. The two men bor- 
rowed $20,000 from Union Bank of 
Little Rock to use as the down pay- 
ment on the $202,611 purchase 
price of the 230 acres near the 
White River. 

Union Bank’s loan officer told 
Time magazine recently that this 
loan was repaid a few yean later 
from the proceeds of a Union Bank 
loan McDougal took out with Jim 
Guy Tucker, who succeeded Din- 
ton in 1992 as governor. Lindsey 
denied that claim but said he did not 
know how the Union Bank loan was 
paid off. - 

The second and larc 
water loan was made in^&ugust 
. 1978. The men and their wives bor- 
rowed $182,611 from the Citizens 
Bank of Flippin. 

i j& The interest rate on each loan 
was 10 percent, Lindsey said, 
meaning the partners had to come 
up with $20,261 a year to keep the 
interest payments current £ 

The Clintons made about 
$10,000 in interest payments on 
those loans m 1978 and $12,000 in 
1979 and (^ducted the payments 
sfrom their income tax returns, 
Lindsey sakL After Whitewater was 
incorporated in /June 1979, that 
$22,000 was carried on the books 
ar money .Whitewater owed the 
Clintons. 

" The land waa transferred to the 
corporation the. following Sept 30, 
“subject to the existing mortgage,* 
which was still in the names of the 
two couples. This allowed the Clin- 
tons and McDougals to continue to 
take the interest deductions person- 
ally jvhen they made, payments on 
the-bank notes, Lyoosrsaid. Lindsey 
said the loan proceeds, in effect 


J; - » i *"! 

so the debt was carried on the co 
porate books. • 

Tax stamps on Whitewater 
deed for the land valued the tram 
action at $250,000, a $47,000 ir 
crease from the purchase price 
year earlier. Lyons said this repre 
seated the capitalized cost of thi 
interest the partners had paid, a. 
well as the cost of subdividing the 
land and putting in gravel roads. 

The Clintons deducted $13,35C 
more in Whitewater-related inter 
est payments in 1980, according tq 
their tax returns. Of that, $4,35(1 
went to the Flippin bank and $9,00(1 
to McDougal Lindsey said be be| 
lieved the payment to McDougal 
was for interest he had paid earlier 
on the Flippin bank note. “Not ev>; 
ery bin was split 50-50,* he sakU 
Lindsey said he did not IpowJ 
whether McDougal had taken the! 
same deduction on his income 1 
taxes. He added that McDougal j 
may have been referring tojthis 
$9,000 when he said in recent in-] 
terviews that he thought the 
tons never invested more 
$$000 in Whitewater. 

Jhe^tbfrd Clinton bank 
l$ted to Whitewater 
r 1980. Because the corporation] 
'already heavily mortgaged, f 
^CHnton borrowed $30,000, 

” interest, from Me ~ 
of Kingston to pay for a 
home that was placed on one 
lots to show potential buyers, 
three-acre lot, which land 
-•how was transferred to h 
Whitewater without charge, 
used as collateral for the loan. 

The loan was listed on the 
porate books as. "not e pa) 
Rodham,” and the model home 
was considered a corporate 
Whitewater’s accountant 
Whitewater paid about $30, ( 
prindpal and interest on that 
^between 1982 and 1985, 

' tp company records and 
aides cited in a New York 
article in 1992. 

_ How Lot 13 moved from a 
porate to a personal asset is a ; 
example of the «nrmg of i 
and personal financing in 
witer’ ; 

The Clintons first sold the 
lot in December 1981 to 1_ 
Logan; a Mississippi man, 
$27,500. The contract shows 
wput $6,000. taabStytin and agr 
to sstame HIBary .Cfinton V $! 
monthly mortsase oavments on 
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paraded before the American pub* 
lie, they might have kept more doc- 
uments and better records. At the 
time, the more they spent on book- 
•rs and aud^s 

additiorterthe' W,t)0(nrr so 
iterest payments they made, the 
Clintons paid more than $25,000 in 
other Whitewater bills, Lindsey 
£aid. These included some principal 
payments on the bank loans, $2,500 
for an accountant's bill and $1,300 
for a property tax payment The 
payments could be considered in- 
direct capital contributions, he said, 
and counted against the $1,000 
they got from McDougal in 1992 
for their 50,percent share of White- 
water stodL >• >3 £- ; :}% 
l But the Clintons, so meticulous in 
other record-keeping that they 
itemized as tax deductions the value 
of underwear they donated to char- 
ity, chose not to deduct this 
$25,000 or more from their taxable 
income. Lindsey said this was be- 
cause “they didn’t have in their pos- 
session sufficient documentation to 
3 b a t i, s f y 
in auditor, the expense of putting 
'the documentation together 
-outweighed the tax savings, and it 
had been an issue in the campaign 
and they simply wanted to put it 
behind them. They turned out to be 
wrong.* r 

.T Tax experts; said the Clintons 
could have useil these Whitewater 
losses to wipe out the $14,199 in 
capital gains income they reported 
for 1992 from Whitewater and oth- 
er investments, as well as shelter 
$3,000 in other income froin tax- 
ation, knocking nearly $5,000 off 
i their tax bill last year. Then they 
could have carried forward the rest 
of the Whitewater losses and de- 
ducted them in future years, ex- 
perts said. • 

“Why would they throw it away? 
It doesn’t make sense* said Mi- 
chael Gallagher, a George Washing- 
ton University professor of accoun- 
tancy who specializes in taxes. 

When Whitewater became a cam- 
paign issue in the 1992 presidential 
primaries, the Clinton campaign 
asked a friend. Denver attorney 
James M. Lyons, to examine the 
Clintons’ role. Lyons hired an ac- 
counting firm to reconstruct White- 
water’s finances. Its report was the 
source of the $68,900 figure for the 
Clintons’ investment, although it 
did not state how the money was 
used. 

The report said, “we have iden- 
tified no instance in which the Clin- 
tons have received a distribution of 
cash or return on inw»« — * 
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-Over 300 piece* by piece; Newreemt 

All Persian goods taeat'etms. customs priorto 
> ORDERED LIQUIDATED BY CREDITOR 

T AT IMMEDIATE PUBLIC AUCTION*. " 

SIZES FROM 2X3 TO 12X18 INCLUDING RUNNERS: VALUES FROM 
$50.00 TO $50,000. WILL BE AUCTIONEER PIECE BY PIEGE 
■ t* ^TK***- 

BEKINS MOVING & STORAGE WAREHOUSE 

4604 EISENHOWER AVE. * v { 

"ALEXANDRIA VA. ■ 

*• ne * tonOom. Go approx. % mi*, Make right « Bsanhoww. Go 1 mu. 

SUN. JAN. 30th at 2 PM 
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Or Exit 3 off 496. At Ughl i 
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Watch your talent 
emerge this Spring! 



Art and Design classes for Adults, Teens and Children 
Spring 1994 Semester January through May > r ’ 

.* A- • /":!**«* — < 

Classes in Drawing, Sculpture. Landscape Design. Painting, 
Printmaking, Ceramet, Photography, Art Hietory. Computer 
Graphics. Video Production, Interior Design, Children's 
Workshops. Young People's Program, and more are offered. 


The Corcoran School of Art 

Open Program/Division of Continuing Education 
Call 202.628.9484. 

or fill out the coupon below to receive a catalogue 
Please send me a 1994 Spring Semester Catalogue 
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Sincerely 


Jla McDougal 


JM/ss 




,' r 4- -r • 

iq us* -caifcinim * iovsTs* 


fH^WAS«»N<iT(53' 


The Clintons deeded the land to 
Logan but the contract said the 
deed would be held in escrow until 
his debt was paid. 

In 1983, Bill Clinton borrowed 
$20,800 from another bank. Secu- 
rity Bank of Paragould, to pay off 
Hillary's loan. Lindsey said this was 
done to lower the interest rate to 
13.5 percent. It also was after Clin- 
ton's banking commissioner told 
him McDougal’s bank was in trou- 
ble with regulators for making too 
many loans outside its service area, 
including many to politicians. 

Bill Clinton's $20,800 loan, like 
Hillary’s, was considered a White- 
water liability, Lindsey said. In fact, 
McDougal signed a check on White- 
water's account at his Madison 
Guaranty. Savings & Loan to make a 
$7,322.42 payment on that loan in 
November 1985. The $2,322.42 
interest portion of that check was 
one of those the Clintons errone- 
ously claimed on their tax returns, 
and have since corrected. 

The Clintons personally made the 
Paragould loan payments in 1986, 
1987 and 1988, Lindsey said, and 
properly took the tax deductions. 
Then in 1988, after Logan had de- 
clared bankruptcy and died, Clin- 
tons bought back Lot;13 for $8,000 
cash. This was because they were 
still liable for about $13,000 on the 
Paragould loan and did not want to 
lose the underlying asset to another 
buyer, JLiiidsey said. They sold. the 
house and lot a month later, ena- 
bling them to pay off the loan and 
declare a $1,640 capital gain. 




JIM McDOUGAL 
P. O. Box 1583 
Little Rock, Arkansas 72203 
Novaabar 8, 1985 


Mr. Charles D. CanpbeLl 
Vice President 
Security Bank 
?. 0. Box 670 
Paragould, Arkansas 72450 

Re: Note #957-585, Bill Clinton 

Deer Mr. Campbell: 

Enclosed is . whit. W.t.r Dewlocnt Corjction |h..k 
for 47,322.42, representing principal payment of 
and int.te.t p.y-.St of $2, 325. *2. on th. .bove note. 

Thank you for your attantion to this siattar. 


laby ' 


r 4-ir 


JANUARY 1 st 
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REVIEW & OUTLOOK 

FOB Regulation 


Today tne Senate Bankine Com- 
mittee will voie on Ricki Tigert as 
Head oi the FDIC. she having agreed 
to recuse herseit trom issues involving 
the Clintons ana Whitewater. Let us 
all pause to see who is running the rest 
of the bank regulatory apparatus. 
Why. Deputy Treasury Secretary 
Roger Altman, a presidential ap- 
pointee as well as Georgetown friend, 
is running the ostensibly independent 
Resolution Trust Corp. And Eugene 
Ludwig, another college Buddy of Bill, 
has been installed as Comptroller of 
the Currency. 

Why, the FOBs are taking over fi- 
nancial regulation, lock, stock and 
barrel. They naven t quite got the Fed- 
eral Reserve vet. but they have a reg- 
ulatory reform proposal that would 
take care of that. The Clinton folks 
aren't content to relegate crontes and 
pals to harmless backwaters like Com- 
merce or Postmaster General or the 
alter ego of a presidential Counselor. 
.They learned back in Arkansas that it 
was convenient to nave a Beverly Bas- 
sett Schaffer sending "Dear Hillary" 
letters waving through a new capital- 
ization plan for a financial institution. 

We're glad to see that a couple of 
courageous Republicans are blowing 
the whistle. 

North Carolina s Senator Lauch 
Fairdoth. unuke smne of his col- 
leagues on Don Kicgie s banking com- 
mittee. isn't -willing to let the matter 
drop with Ms. Tuicit s recusal. In the 
FDIC nominee s nrst appearance be- 
fore the committee, the Senator raised 
the issue oi how someone who says 
she's known the Clintons for eight 
years and been a Renaissance Week- 
end regular muid convincingly head 
an agency with an active investigation 
of the Madison s&L collapse. Ms. 
Tigert weuslt’d. Imii later sent Senator 
Fairdoth a renisal statement, which 
she said was written alter consulting 
FDIC's ethics «*tfice. She promised 
shell recuse lu-rseli irom matters 
"concerning President or Mrs. Clinton 
in their personal capacities.” 

While consoling Ms. Tigert on the 
“unfortunate late” surrounding her 
nomination. Senator Fairdoth is now 
wondering about the caveat "per- 
sonal." Does that remind you of 
"didn't inhale ” or no price controls?" 
Sen. Fairdoth now wants Ms. Tigert to 
"expand your recusal" from matters 
involving the "personal” activities of 
President ana Mrs. Clinton to indude 
their public activities. More pointedly, 
he asks: "Will you recuse yourself 
from matters c oncerning Webster 
Hubbell. Vincent Foster. Dan Lasater. 
Frost and Company. Madison Guar- 
anty Savings and Loan, the Worthen 
Bank Corporation” and onward 
through all the financial institutions 
now running under the Whitewater 
flag? How did we end up with an FDIC 
head going in recusing herself from 
the agency s most sensitive business? 


Meanwmle. Kep. Jim Leacn is won- 
dering aoout Deputy Treasury secre* 
tary/Intenm RTC CEO Roger Altman. 
The Congressman wfnte last ween 
also seekmgTecusal commitments in 
matters involving the RTC's investi- 
gation of Madison s collapse and rela- 
tionship to Whitewater. Mr. Leach’s 
tone is cordial, but he thinks the in- 
herent conflicts need to be faced: 

"I have high regard for vour per- 
sonal integrity, but as you know, from 
the beginning, it has been an awkward 
situation to have a presidentialiy ap- 
pointed and confirmed officer of the 
Treasury Department also head an in- 
dependent federal agency, the RTC. 
When this prospect was first sug- 
gested at the beginning of the Clinton 
Administration, it did not strike the 
Minority as overly unreasonable for a 
month or two given the fact that no 
RTC head had been selected. 

"However, it has been over a year 
since the administration has been in 
office and it can only be described as 
structurally unseemly for a political 
appointee of an Executive branch de- 
partment to make what are. in effect, 
law enforcement decisions for an in- 
dependent federal agency as they may 
touch upon the President." 

Finally, we have Mr. Ludwig, up- 
pointed by Mr. Glnton to head the 
comptroller’s office, which regulates 
and examines national banks. They 
attended Oxford and Yale together, 
and remain close. Just how close the 
American Banker described in its Jan. 
II edition, reporting on a videotape 
taken at a Renaissance Weekend by 
someone from Saturday Night Live 
who was also there: "The tape fea- 
tured Mr. Clinton. But it was hard to 
miss Mr. Ludwig in a bright blue 
sweater and white shorts. Almost 
every shot of the President showed the 
beaming comptroller at his shoulder. " 

So we have three Friends of Bill or 
Hillary calling signals, amid a bliz- 
zard oif recusals, at three traditionally 
independent bank regulatory agen- 
cies. Surely by now enough is known 
of the Clinton political mores to agree 
that we’re past the point of simply 
passing all this through as of no con- 
sequence. After the Savings and Loan 
scandal. BCCI. the Keating Five and 
now whatever Whitewater is. it ought 
to be at least dear that federal finan- 
cial regulators should be held to a Cae- 
sar’s wife standard oi propriety and 
independence. Instead, we get this. 

We’re quite used to the Clinton 
White House stonewalling or deriding 
anyone s inquiries or doubts about us 
behavior. But we re glad that Senator 
Fairdoth and Rep. Leach are persist- 
ing with their questions about the ad- 
ministration's appointment practices. 
As we run the numbers. Renaissance 
Weekend plus Whitewater plus the 
RTC plus the Comptroller plus the 
FDIC plus regulatory independence 
does not compute. 


_<=?- 
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Upstate N.Y. Banks Consider 
Bidding Jointly for Failed S&L 



line the time frame for the brd- 


By JEANNE 1IDA | 

Several community banks m i 
upstate New York may prepare t 
a joint bid for failed Rochester- • 
based Columbia Savings and I 
Loan, in an attempt to ward off I 
greater inroads by money center i 
banks, according to banking 
sources. 

Rochester Community Sav- 
ings Bank, a S4.2 billion-asset 
bank that is fighting to remain 
independent, could join forces 
with banks such as 5306 million- 
asset First National Bank of 
Rochester, to put together a bid 
that can compete with money 
center rivals, the sources said. 

The big rivals for Columbia 
Savings & Loan could include 
Chase Manhattan Bank. Marine 
Midl a n d, Fleet Financial Corp.. 
First Empire State Corp.. and 
Key Corp.. all of which are ac- 
tive in upstate New York. 

Rochester Community Sav- 
ings is number I in the Roches- 
ter metropolitan market, with 
about S 1 .8 billion in deposits, or 
about 20% of the total deposit 
base, according to SheshunotT 
Information Services. 

Chase Manhattan. Marine 
Midland, and First Empire are 
hot on the heels of the Rochester 
savings bank. Last year. Roches- 
ter Community successfully 
warded off a takeover attempt. 

A bid meeting for the failed 
Columbia Savings and Loan is 
scheduled today. At that time, 
the Resolution Trust Corp. will 
distribute documents and out- 


ding process - typically 6 to 12 
weeks. 

1740 Million in Oepomu 

Interest in the failed thrift is 
said to be higher than might be 
expected in a thrift with 5740 
million in deposits, and 23 
branches, the majority in the 
Rochester metropolitan area. 

"I think everyone in town will 
be at that meeting,” said one 
banker who requested anonym- 


ity. Columbia had a particularly 
attractive retail fra nch ise, bank* 
en say, with unusual f a c il iti es 
such as a round branch office. 

Rochester Community Sav- 
ings Bank declined to comment 
about the bid. 

In addition, sources say, 
many money center and out-of- 
suie banks arc interested in the 
Rochester market, because of its 
relatively robust economy. I 
Rochester is home to such large * 
employers as Eastman Kodak. 
Xerox, and Bausch & Lomb. □ 
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\neeies M.tnail. I 'helps a: Ph ilips 

Hie one mine me protcssion nas i\ j 1 
'jiislied and loval patient pjnc. -uss 1 
AC* A Vue Preside nt Kiehara Miller i >ur 
;oai was io Mmni\ raise «ne profile ot :nis 
profession n a as an attempt to eel on tne 
-auar screen 

• he chiropractors ^rusadc exemplifies 
-• l forts neine made p\ -t '/ens til non- 
phvsician croups veno se \cn snunted to 
:;e sidelines oi medicine tor decades 
these croups -psvcnoioc'sts. mid wives 
pvHJiairtsts sicat Iheraptsfs. pnysician 
:s>isiants s ;.d v*thers -v e nealfh rctomi 


CJG LdWJCiS IUIQ 

BY SARAH M. HOOOKR 

A struggle over nm is developing between lawvers in private practice 
ana those at accounting firms, ending a years-ione agreement that 
had reserved tax battles m court tor law firms. 

One Big Six accounting firm is now letting its in-nouse lawyers reore- 
'cni clients in U.S. Tax Court, and many in the tax field predict otner ac- 
-ountine firms wiil follow suit in orucr to remain competitive. 

"They’ll all be in court." predicts Gerald Kafka of the D C. office ol 
New York's Dewey Ballantine and chair ot the Court Procedures Commit- 
tee ot the American Bar Association s Tax Section. They'd have to pc. " 


j 


SEE NON-PHYSICIAN, PAGE 20 


SEE CPA. PAGE 14 


Should Hillary Clinton Seek Separate Counsel? 



White-Collar Bar Debates 
Pm, Cons of Clintons’ , 

Joint Whitewater Strategy j 

BY DANIEL K LAI DM AN 


T hey are not targets or even i 
suoiccts of a criminal in- i 
vestigation. No evidence has i 
surfaced that they have committed l 
any crime. 

But the Whitewater eddies now | 
swirling around President Bill Clin- i 
(on and first lady Hillary Rodham i 
Clinton have nonetheless prompted I 
Washington s white-collar defense 

lawyers to chew over this intriguing 
question: Should the Clintons hire 
separate counsel ! 

It is a question that arises routinely 


SEE COUNSEL PAGE II I 


<£ 237 
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Do the Clintons Need Separate Whitewater Legal Strategies? 


COUNSiL FIOM 7AG< I 

*nen ucicnvc uwverv loiniiv represent 
'usiness AwKMie* or nu\6andv mo »t*es 
n vfimmji msesneaiions A rut it tnetr 
"teirsis Jivcire v jit one u»ser aggrev 
>ei* OcicnO tne imereMv or two oeopte 
•>-tn ms hi veil m tne same tnnsautons out 
•rum omerent 'mute points 

I* s been a mt 'uoiect oi uinverNsiion 
illume U% ureal (uss. wss James Cole. 
■> counsel at me L> C nil ice m Juuire 
>a nden & Ucmmev wm> nerwr^ems se»- 
. :al ma/neo coupies cauent up in me Jus- 
nee Department s msesiieanoA into ai- 
nutions mat Keo Dan Kosienkowsai iD- 
III i aouseo me powers oi ins oiiitc 

Some siuuenu oi Whitewater Oisnuss 
•uingnt me sutgestiun mat the president 
i«0 lUM lads woumJ ever teuin separate 
lass vers, sasme me puliiical tallow l rum 
'ueft a move would he devastating li 
siiuhl send the ominous sitnal. Kiev sav 
ihai the poweriul couple has vomcutine to 



hide. Or ihat the president would be will- 
me to cut loose ms wile to save ms poim- 
cal skin. 

that * not somethin! vou warn to 
do. savs Norman Ormiem. a resident 
nolar at me American knterpnsc In- 
•muie. 'I Jon t think anvtnmc like mat 
nouid be on meir radar screen it s ponti- 
»allv unteasiote. because it suggests a 
' jipamliiv mat no one wants to suggest — 
and ii suggests diverting interests ncre 
mat no one wants to surges' 

But politics aside, manv lawyers con- 
tacted lor mis article agree tnai as a purely 
ceal matter, it would not oniv be good 
'iraiegv lor me Clintons to mre separate 
-••unset— at mient be the pain the couple is 
c'emuallv torcedioiake. 

\nd some prominent white collar law- 
sen sav mat use Clintons snouid mate me 
move now because the longer they wail, 
the more esmosive it would be 

Kv prudent lo get separate counsel 
<• mner than later, rather man wailing until 
n - leaked bv me gove rn mem to use press 
that mere are even more serious claims 
against the Clintons, sivs James Hibev. 
j partner ai D C ‘s Verner. Lnplcrt. 
Bernhard. McPherson and Hand. 


I. m probably is less likclv (hat 


Hibev adda. 

Hibev r e pr esen ted the wile of convicted 
spy Jonathan Jav Pollard: his brother. 
R ichard Hibev or D C. » Andenoo. Hibey 
A Blair, repwiiaiag Pollard 

Intern* m the Clintons representation 


William Taytor Handling i 
iBMaaaaMreouJdbatouglL 


prosecutor to investigate me Clintons in- 
volvement m a tailed Arkansas aavings- 


Amoag me matters ihat New York 
lawyer Robert Ftske Jr. la expected to 
probe ta whether money was improp er ly 
diverted from the SAL. Maduoe Guar- 
anty. to BiU Gioion a 1984 
campaign. Hillary's role m 
ihe failing thrift before itate hank reg- 
ulaton ap potaied bv her husband will also 
likely come under scrutiny. And Fiske. ■ 
partner at Dana Polk A Ward well, is also 
ripened to taka a clone look at the tote of 
the Roac Law Finn, the Utile Rock firm 
where Hillary waa a partner. 

Bill and Hillary Clinton are both repre- 
sented bv David Kendall, a panoer ai 
D.C.'a Willtama A Connolly on e ot the 



no plana to s 
Beyond that. Kendall and the White 
House decline conwacsd. 

But the absence ot official word haan I 
preveated members of Washington s 
chatty defense bar from specuiaunc about 
how they would handle the matter were 




of die Gut 


by a single lawyer to poae a sticky prob- 
lem. Cole suggests dial if Hillary Clinton 
for esampte. had more espowwe man me 


I discuss thoroughly with his or her clients. 

| In fan. the D.C. Rules of Professional 
i disclose 
s oi i mere* 


A Gil 



Most With Legal Needs Don’t Turn to Lawyers 


•dea. he savs. but die resources fust i 
itab 

In general, a s hard to I 


relating io 


47 p er c en t of low -income households re- I similar. Ten p e re en i of 
ported at leas one legal need during 1992. I households had legal 
but only 39 percent of those moderate- i housing or real estate, at tbd 13 
income households with needs and 29 I low -income bouvtvotdi Thirteen 
percent of those low -income households | of both types ot households had 
l. bevond the I with needs turned to lawyers lor help needs itiaont to personal iiawace* 

• Moderate-income households gave i • In only one area did (be survey find 
temms at be*, savi take lev. a partner | me foi lowing teaaoaa lor not turning so tne I Oiat lawyers were toed regularly: domestic 

at Morristown. N J.'s Riker. Danzig. | legal system: Ik p er c en t thought they did I and family mailers. Phase miners occu- 

Scherer. Hyland A Peneni not have a proolem. 15 percent thought the i pied lawven used by moderate-income 

legal system would be of no help, and 13 I households 63 percent ot the time, and 

Finding Naod percent handled the problem on their own. i (hose aseo by low-income households 45 

I Low-income households gave slightly | percent of the time. Moderate-income 

The Comprehensive Leeal Needs Study I different reasons: 20 percent thought the I households also regularly hired lawyers to 

defined moderate-income households as i system could not help, while 16 percent i handle wills and estates, 

ihose with vc am incomes ranging Horn i cued con c o n cents , despite being eligible I The ABA advisory committee chair- 

123 percent aoove me teslerai povenv line t for free legal assistance. | m 

to S60.000 Low-mcome households. I • When no action waa taken for a leg* | tic s Hetsetl. Fettcrmwi. Martin. Todd A 

whKW arc •liaiMa tor tree tea at wvKrv , need, on tv J» percent ot the moderate- . Moka 

were defined as more won vearlv incomes . income ano 29 percent or the low-mcome t sludv 

i«m than 125 percent ot the poverty line , households were satisfied with the resow, i of winch don't 

The repon made these undines, among t W hen more tannal legal action was taken. I "Iff 

^herv the survey found that those polled were t half the 


spoon ot plead 
sag ignorance about the first lady's 
condud. 

The Clintons case could pi ne* ar 
inconsistent de lease theory. ” argue: 
Cole, a former deputy dad ot da Justice 
Department a Public letcgnry Section 
"She may be sayieg nothing bed hap- 
pened. and he may have so say. I don 
know if anything bad happened. I wasa 
involved. " says Cole. But that put 
him m a position of having so distance 
himaelf from her. ... As a lawyer. yo< 
want to 



advocate a point of view 
l you don't want to have to nuke you 
t decision about bow io advocate on- 
I spouse a position while worrying aoot 
I (he impact ot that advocacy oa me ode 
I spouse, uvi William Taylor, a panne 
l in D.C.'a Zuckennan. Spaeder. Gold 
l «em. Taylor A Koikcr. 

Adds Taylor. ' The rctanomhip docsn 
I have io be antagonistic for it to be a 
l awkward t 
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COUMStl FROM MCI II 

Imre heneit and her lawvcr mio a delicate 
'iiuaimn While the roles ot proiessnnai 
reiponubiiiiv permit lawyers under 
'cruintv to reveal pnvileced diem intor- 
•nation an oan ol their defense, there is no 
'pousai ciception to the confidentiality 
rule So information Hillarv Clinton 
'hares wnn Kendall should not be shared 
with the president 

But what it Kendall retards the new in- 
lormaiion obtained tram Hillarv Clinton 
as critical to the deiensc ot his other diem, 
the president 1 

To fulfill his ethical dutv to provide 
both diems with the best possible repre- 
>emaiion. Kendall may led obliged to 
pass done the privileged material to Pres- 
ident Clinton. But to do that would be 
to breach Hillary Clinton s own oMiga- 
non not io reveal diem secrets. To avoid 


"It's dune dear that if Hillarv Clinton 
has client miormstion that she wants to 
1 c' 1 '' to her lawvcr in order to receive 

• competent representation she should have 
1 sparse counsel. ' says Stephen Gillen, a 

■ legal cthicisi and professor at New York 

• 1'mvenirv School of Law. iGtllen is an 

• online moderator tor Counsel Connect, an 
' at filial* ot Legal Timet, i 

tiacu tiva P r tvi la ja 
i Separate counsel could also be m order 
t should President Clinton warn to preserve 
I the option ot asscnint executive privilege 
| in the Whitewater affair. Any attempt to 
t apply that onvtiete joimlv to the couple 

■ could weaken its power as a defense tool. 

t Soma suggest that the president would 
i never atsen executive privilege m this 
I probe, because ol the political remitka- 
I nons: the White House has. after ail. al- 
I ready takes considerable heat tor being 



i 

I 

i 

t 

i 

i 

t 


I 

i 

I 


But Harvard's Denhowitx recoenixes 
the real-world imperatives at wort when 
a lawyer a clients are the president ol 
the United States and the first ladv 
So he recommends a solution that, he 
says, would take into account the political 
pitfalls of mamma separate counsel and 
(he ethical delicacies as s o c iated with joint 

Definitely get separate counsel, but do 
it secretly. ' says Dershowitz. who is us- 
ing the Whitewater mailer as a hypothet- 
ical for a legal-ethics class he is teaching 

That aoiuuoa strikes veteran practition- 
ers of the local white -collar defense bar as 
loodevcrbvhalf. 

'll would get out. mvs Venter. Uip- 


nght us the teeth. '' 

At learn one exp er i ence d defen -c lawvcr 
argues that the first couple's public- 
relatxoua and political interests actually 
would be better wired if they hue separate 
lawyers. 

“I could tea me potmeai types saving 
dou't do says dus lawyer, who amts 
not to be identified. “But 1 dunk dim s 
bad advice. I dunk the day ts going to 
come when it ttadmsabie for them to have 

From Hillary a pcnpocuire. argues dtts 
lawyer, having her owu lawyer would in- 
sulate her from White House tuff who 
might be douug rants behind die presi- 
dent ■ her ex pen. 

“The loyalty of people at the White 
House u gong to be for the presadeat. ' 
he aays. If things break badly, there are 
going to be people pointing fingen at 
Hillary, and if (he's re pt tn umd by die 
tame guy as the president, she ll be 
defrererlrm " 

For Prciideat Clinton, on the other 
baud, relying on bit own lawyer might 
help uuulaie bin from quest ions raised 
about die Rose Law Firm 


i 

I 

I 


1 

l 

i 

i 


i 


i 



Budget-wstctoTK Sea how Clinton's budget ■ 
going to effect your organization by attending; 

nr '95: The President's 
Budget in Perspective 

Kay SfMpe MamfxW MwSaf • 1401 lee Hlpbwey , 4Hlapiau. VIvpMe 
Thaaaduy, fd reey 14 • dtM - 4.30 • Pern 44SO 



How far is the president prepared to io to cut the swollen federal 
1 deficit/ Will lawmakers play along/ How will Medicare tare/ What will 
1 be the impact of health-care reform and the National Performance Review/ 
j { Find the answers to vour questions bv attending CQ's full-dav program. 

FY *95: The President's Budget In Perspective mst davs after the I 
president s budget is released. Led by noted budget anaivst. Dr. Allen 
j 1 Schick, our expens will weigh the impact on funding levels for health 
I > care, defense, taxes, the economy and morel 

■ i t IWf Xwdwyf Cad (WH U>T.4414 w NXfca. (MQ 43a-aaS4 »«1 430 
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Whitewater 


paper trail 
a muddy one 

Bv Dennis raurhnn ihim from Madison Market* 


USA TODAY 

YELLVILLE. Ark. - If the 
devil is in the details, the spirit 
of Whitewater may reside on 
Lot 13 on County Road 666. 

Located on a dirt road. Lot 
13 Is a 2.7-acre wooded plot 
where Hillary Rodham Clinton 
built a model home to spark 
sales of Whitewater lots. 

Nothing illegal has been 
found in its handling, but the 
paperwork is so sloppy that 
seemingly simple transactions 
are douded in mystery. 

Land and mortgage records 
are an incntw a tan t mah-mash 
of ditea. dollars and owners. 

The imprecise paperwork is 
all the more unusual because tt 
was done by e banker. James 
McDougai; a respected lawyer. 
Hillary Clinton; and a veteran 
reaKstate agem. Chris wade. 

“The whole Whitewater 
thing smacks of very poor 
bookkeeping." says Thomas 
Ochsenscniager. a Washington 
tax lawyer and accountant. 

"Ftwn what I can tdL no 
one was trying to do anything 
wrong but it b acutely ember 
rasing for a partner in the 
most prestigious law Ann in 
Arkansas to be involved in 
something with such unusually 
sloppy paperwork." 

If the Clintons did nothing 
wrong, the Whitewater story 
has lingered in pan because of 
poor paperwork that might be 
i n terpre te d as nefarious. 

Lot 13 perfectly illustrates 
the Clintons' paper problems. 

The story of Lot 13 should be 
simple: Hillary Clinton bor- 
rowed 630.000. built a modular 
home and sold it to a Mississip- 
pi man. The man went broke. 
The Clintons got the property 
back from bankruptcy court 
and resold It. 

But the paperwork at the 
courthouse here end else* 
where b full of quirks. 

FOr example, the Clintons 
recorded selling the property 
for the second time on Nov. 28. 
1988 - three days before they 

recorded buying it back. 

That's no crime, but it b odd. 

The most serious problem 
for Clinton is that Lot 13 pro- 
vides a link between the faded 
Madison Guaranty Savings and 
Loan and the Clintons. 

Records show that in No* 
vember 1989. Whitewater De- 
velopment Co. Inc made a 
67 jm payment on a loan taken 
out by Bid Clinton on Lot 13. 

The problem: Whitewater's 
money to pay Cl i n to n 's loan 


ing. And Madison Marketing 
got all its money from Madison 
SAL. whose failure cost taxpay- 
ers at least 647 million. Madi- 
son Marketing was owned by 
Susan McDougai. James 
McDougai’s wife. 

White House aide Bruce 
Lindsey says it's irrelevant 
whether the money came from 
a McDougai personal account 
or Madison Marketing. 
•There’s nothing improper 
about it" he says. Other quirks: 

► Bank of Kingston, owned 
by James McDougii. loaned 
Hillary Clinton 630.000 on Dec 
16. 1980 — 10 days before she 
owned Lot 13. which was used 
as collateral. 

It b unusual — but not a 
crime— for a bank to loan list 
and get the collateral later. 

► HiUary Clinton got Lot 13 
without paying for it She paid 
no income taxes for gening the 
property, worth about 63JKW. 

The White House says the lot 
and home were effectively 
owned by Whitewater. 

Hillary Clinton loaned the 
S3QA00 back to Whitewater in 
"a mirror loan. " says Lindsey, 
and Whitewater made the loan 
payments. But no public docu- 
ments reflect a mirror loon. 

“Ifs pretty hard to construct 
a scenario where Hillary 
doesn't have some tax liability 
on the property." Ochsensch- 
lager says. Most likely she 
should have reported the value 
of the property as a dividend 
from Whitewater, he says. 

► The Clintons bought Lot 13 
a spin in November 1988. ac- 
cording to county land and 
bankruptcy court records. 
Their taxes show they owned 
the property in March 1987. 

► The Clintons' tax returns 

show the property was sold for 
62X798. County land and asses- 
sor records say it was 628JKXK. 

Those discrepancies don't 
prove wrongdoing, but they il- 
lustrste why question penis. 

The White House has an- 
swer! for most questions. 

For example, the Cl i n to n s 

rely on Denver attorney James 
Lyons' report to show they It* 
S 68.900 on Whitewater, al- 
though they haven't c lai me d 
the full loa on their taxes. 

The Lyons report detaib the 
Clintons' Whitewater finances 
from 1980 through 1991 — ex- 
cept for 1990. which b oramed 

without explanation 

Lindsey says there was no 
accountant worksheet for 1990. 
so the information was merged 
with 1991. 




2819 


USA Today 
February 4. 1994 




























2820 


USA Today 
February 4. 1994 


Little Rock links: Politics, 
society entwined 


By Judy Keen 
and Dennis Cauchon 
USA TODAY 

LITTLE ROCK — In the 1980s. ev- 
eryone who mattered knew every* 
one else here, and they ail knew — 
or wanted to know — their dashing 
young governor. BUI Clinton. and his 
lawyer wife. Hillary. 

Everyone shopped at the same 
grocery stores out in the Heights or 
HiUcrest where they lived andspem 
their evenings at the *»">t political 
events and charity fundmsen. 

So when the April 30. 1983. letter 
f rom Little RodCs Rose Law Firm 
arrived at the Arkansas Securities 
Dqttnmem. no one baaed an eye. 

The letter asked whether it was le* 
pi lor Madison Guaranty Savings A 
Loan to aeU preferred stock. It was 


Jim 

— — ^ » buwnem panner of the 
Qim o n s whom thrift was already the 
subject of a scathing bank examin- 
ers' report hut it was no big deal. 

The letter hstad Hillary Rodham 
Clinton as a contact at the high* 
powered Rose arm. but even though 
she was the governors wife, she was 
jug another lawyer. No big deaL 
A copy of the letter was sent to 
Beverty Bassen. then Arkansas chief 
SAL regulator. She was a ni—^ mQm 
pototee and her own taw Irm had 
done work for McDoupu. But this 
was Little Rock, so it was no big deal. 

But that letter — aim Basrecrs 
“Dear Hillary" reply two weeks later 
— have come to symbolize the dub* 
by. insular Little Rock where a few 
dam power elite were entwined po- 
Udalty. socially and financially. 

No wonder mat Robert Fiske. spe- 
cial counsel named by Attorney Gen- 
eral Janet Reno to probe Madison, 
the Clintons. McDougaL and their 
Whtewatar Develop m ent Co. Inc. 
calls Little Rock *the center of gravi- 
ty." Those sometimes incestuous 
links have become a very big «i»»i 
T he questions facing Fiske: Did 
they evolve into illegal or unethical 
conduct by either Clinton? Were 
Mwksoo funds Improperly diverted 
or used to pay political or personal 
deb a of pro min ent Arkansan. in- 
cluding the Clinton? Whs the July 
1991 suicide of Vincent Foster - a 


former panner of Hillary Clinton 
who became White House deputy 
CT umei - linked to Whitewater? 

As Fiske diareco the Whitewater 
sam, he’ll focus on the tangled ties 
between the Clintons and McDougaL 
whom Madison SAL failed in 1989 
and cost taxpayers at least $47 mil- 
lion. Some connections are dear 

aintoo made McDougai a first- 
term economic aide. McDoug ai and 
his ex-wife. Susan, were partners 
with the Clintons in Whitewater. 
jUff Vf ii a at raised money for Clin- 
ton'S 5 f«np «i g n McDougai hired Hil- 
lary Clinton's firm. 

Bnce Lindsey, a senior Cl i n to n 
a dv iser who was then a paimM’ in 
another big Little Rock law firm. 

says tfs the same everywhere. Tun- 

demand how this can look to people 

who think we all are named to our 

s econd cousins." he says, but its in- 
evlttble that power broken move in 
the mme cudea. 

Although Arkansas is home to 
plaotyofbig firms, like TOY and 
WhHdart Little Rock's tight elite Is 
emedally common in the South and 
dams back to 19th«enatry planta- 
tion's das system, his t or ians say. 
"Arkansas' history is a small elite, 
virtually no middle das and a large 
number of poor people, saya Arka**- 
ss political scientist Rob «V i *2£i 

-The elite in this state h as loolm l 
after itself for sure - *HHntere*o 
the nature of all group# — but its 


effort to bring up the whofe state.' 
says Willard Gatewood, a hSonan 
of the South and former chan cellor 
of the University of Arkansa s. 

Barnett, now Beverly Bassett- 
Schaffer, says ail the taut of elitist 
mutual back-scratching is overstat- 
ed. She never met 
says, and never knew the Clintons 
So partners in Whitewat er. 

As tor Hillary Clinton s represen- 
£of wSddon. Basaeii-Schaffer 
says she was not unpreaed toaee the 
g o vernor's wife's name on il Not 
one bit . . . Sbe waa just this other 
at the law firm. If we didni 


tosMti-Sch. Her »c- 
kn owle dg es Little Rock* insiders 


to allay e ve r y b o d y's 


eminent in Arkansas was not nm in 
a shady fashion or any son of crony- 
ism that has been transported to 
Wtfhington. D.G That's not the way 
things happened at alL . . . We can't 
help it that you keep running into the 
same people, but ... there was no ef- 
fort to protea political friends." 

But some say the cozy, casual blur- 
ring of business and social bound- 
aries cr eated a clima te ripe fo r 
abuses that veered info impropriety. 

-The government of Arkansas was 

too dose to the power elite." says 
Rep. Jim Leach, the Iowa Republi- 
can whose questions about the CUn* 
tons' ties to McDougaL Madison and 
Whitewater propelled the oidreto- 
tiopdiips into a national issue. Madi- 
son was run as a private piggy bank 

for insiders as well as some of the Ar- 

kanas political esabtishmeaL” 

In Little Rock’s neiwnoney ud- 

verse of the tote l»70s and early *808, 
McDougai was a self-made pteyerm 
a tofcpbtue Ben tt^HjS ctotowas 

ami real estate boom, btn It was 
borne of politics: He worked 1 tor toe 
omfedenbai f t^'B" of Joan r. 
Ktonedy and the staffs of Sens. Jobs 


MoQeUan and J 
aad in 1982 won a 


McDougaL cerebral and 


cn e rg e t - 
nee Fill- 


ie. bn 

bright’s 1968 campaign when 
Clinton to drive 
A shared paaaoo for pott- 

despew 

Ltttte Rock's late-701 
son of like Wall Street m the m" 
says Lindsey. "McDoupU was in toe 
ualmtarr market at the right time, 
he made money," and It waa only 
natural he sought out his friends 
when he dedded to make Whitewa- 
ter a budget vacation paradise. 

“If you go out and you find a piece 
of property that you think has poten- 
tial end you don’t want to carry the 
entire risk, you’re going to .. . pilch 
that piece of property to people that 
you are friendly with." Lindsey says. 


raaMue deals grew and attracted 
j i i TT-m-— from the state's vn* 
current Arkansas Gov. Jim Guy 
Tucker Seth Want the fatheruKtow 
of lop Justice Department official 
Webaer HubbeU. a former law paiv 
nor of Kinary CUntorcFuibright; Del- 
tas Cowboys owner Jerry Jooml 
B ut regulators' reports show 
McDougd was a careless mana g sr . 


During his tenure as owner, its 
SSmilUoa in depostts and day lou 
portfolio bailoooed to deports of 
-123 million. Loans to officers, direc- 
tors and related pomes swelled from 

$399400 to 817 imiuoa. 

That kind of rapid growth Is ' 
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Parties split on issue 
ofhearings 


§fc» »i£ B T tBi' 10 ” 


House and Senate membtn broke 
along largely partisan lines whan 
asked by The Washington Times 
wheth er Compass should hold hoar- 
mgs inn the Whitewater Madison 
aflUr. 

Joining the 177 Republicans who 
said they would support hearings 
were nine Democrats — including 
one committee chairman. Rep. Dan 


that a review of the matter could be 
warranted in the future. 

In the survey n aU 539 senators, 
representatives and delegates. 190 
Democrats and 31 Republicans ci- 
ther had no comment or did not re- 
spond. There is one vacancy in the 
House. 

The partisan break is not surpris- 
ing, as the issue revolves around 
fr u f ir***** dealings President Clinton, 
a Democrat, had while he was gov- 
enter oi Arkansas durum the 1980s. 


Glkfcman of Kansas, who heads the 
In telligen ce Committee. 

Several senior Democrats and 
nwniiiuins chairmen said privately 
met hearings were inevitable and 
mat p ostponing hearings could bun 

M ea nwh ile, 120 Democrats. 11 
Repub licans and one independent 
wkochoae to answer a telephone sur- 
ety by The Washington Times said 
haanngj were not necessary at this 
ttmm. But many held out the prospect 


But some Democrats are becom- 
ing increasingly nervous about the 
mnt u fi fallout their stand against 
liaanmri could have as s ome Re pub- 
licans ere using every opportunity to 
try to force the issue. 

- Some say Madison S&L should 
not be singled out. Just because the 


<207fct'r,uedo>'> next p^Oe. 
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Madison S&L funds 
paid Clinton loan 

Leach releases documents 
to show Whitewaters role 

By Paul M Rodriguez 

THC WMMMOTOM TIM** 


Funds from the faltering Madison 
Guaranty Savings and Loan Associ- 
ation were tunneled through White- 
water Development Corp. to make a 
payment on a loan to Gov. Bill Clinton 
in 19S5, according to documents re- 
leased yesterday by the ranking Re- 
publican on the House Banking 
Committee. 

The money transfer “underscores 
that then -Gov. Clinton had personal 
liabilities reduced by a payment 
from Madison.' Iowa Rep. Jim Leach 
said in an accompanying statement. 

“Such payment presumably car- 
ries ethical as well as tax implica- 
tions and is part and parcel of the 
S47 (million I to $60 million esn- 
mated taxpayer loss at Madison. ' he 
said. 

The White House declined to com- 
ment yesterday. 

Me Leach, who has been probing 
the Whitewater-Madison matter 
since last year, said he was releasing 
the material to underscore his con- 
cerns about continued stonewalling 
by federal bank regulators who have 
declined thus far to cooperate with 
his investigation. 

The documents establish for the 
first time the source of a previously 
r epor t ed — but still unexplained — 
payment of S7J22.42 on the Clinton 
loan by Madison owner James B. 

McDougai. Mr McDougai and his 
wife, Susan, were partners with Bill 
and Hillary Clinton in Arkansas 
Whitewater Deviopment Corp. 

The source, the documents reveal, 
was a $7,500 deposit in a Whitewater 
account from Madison Marketing, a 
subsidiary of the S&L that was run 
by Mrs. McDougai. Madison Guar- 
anty failed in 1989 at a cost to tax- 
payers of about $50 million. 

Tha documents show: 

• On Oct. 31. 198S. Whitewater 
had a bank balance of $12.49, and yet 
a check signed by Mr. McDougai for 
S7J22.42 was written on Nov. 7. 1985. ( rO Hr-it.vgQ crO 



iW»HuW ftmmm nn In* HmmnQtan I 


W# substitute! President Clinton 
talks aoout values yesterday at a 
school in Southeast. Story. A9. 


on the Whitewater account to Secu- 
rity Bank of Paragouid. Arte, as a 
payment on Mr. Clinton s loan. 

That Clinton loan, made m 1983 in 
the amount of S20 .800. was used to 
pay off the remaining balance of a 
S30.000 loan to Mrs. Clinton from 
Madison Bank and TVust in 1980 to 
build a modular home at Whitewater. 

• On Nov. 8. the day after the 
McDougal-Whitewater check for 
$7,322.42 was written, a $7,500 de- 
posit in the Whitewater account was 
made by Madison Marketing to 
cover the check Mr. McDougai had 
sent as a loan payment for Mr. Clin- 
ton. A Federal Home Loan Bank 
Board exam said Madison Market- 
ing was largely a sham corporation 
owned by Mrs. McDougai until 1986. 

Mr. Leach said he would not char- 
acterize these transactions as illegal 
but as a “possible” diversion of tax- 
payer funds "on a deferred basis'' 


_xi- 
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Bill Gains to End Interstate Banking Curbs 


By KEITH BRADSHER 


spKMtw (kcNrv V«r* nmn 

WASHINGTON. Feb. 3 — <'ongrcw 
appears increasingly likelv to re- 
wove the bluest remaining barriers 
to interstate banking. A House panel 
endorsed a bill today to remove the 
harriers. and the leading Senate ent- 
ic of the bill abandoned his opposition. 

To some extent, the legislation rec- 
ognises the reality that most states 
already allow out-of-state banks to < 
acquire local Institutions. But the bill : 
is expected to bring real changes in < 
the Southeastern United States by 
eliminating present rules that bar 
most acquisitions by banks from out- 
side the region. 

The btll passed the House Banking 
Committee s panel on financial insu- 
unions without oppo sit ion tlus morn- 
ing. Similar lepslaUoo paaaed the 
House three years ago, but died after 
Senator Christopher J. Dodd. Demo- 
i ratol Connecticut, added an amend- 
mantto restrict the sale of insurance 
services by h n nki i prompting ba nks 
to withdraw their support for the fell 


ward L Yinglmg. the executive direc- 
tor of government relations ai the 
American Bankers Asso c ia tio n here. 

The bill would also allow sprawling 
acquirers ot banks like Nationsbank 
in Charlotte. N.C.. to consolidate iheir 
different banks in several states and 
operate as a single bank. 

Bank lobbyists have contended that 
this would allow considerable cost 
savutgs by eliminating the duphea- 
live boards of directors and corpo- 
rate officers that banking conglomer- 
ates now maauarn. 

The Fleet Financial Group in Prov- 


idence. R.I.. for example, currently 
maintains separate staffs for seven 
banks in New England that serve an 
•tree smaller than California. 

Southeastern states from Virginia 
lo Mississippi, including Florida and 
Georgia, allow interstate bank acqui- 
sitions within the region, but limit the 
percentage of assets that their h»nkt 
can hold outside the region. The bill 
would eliminate this restriction, ex- 
cept for states that pass legislation 
within three years to retain it. Bank- 
ing expens said they considered such 
laws unlikely to be enacted. 


Mr. Dodd a nn o un c ed this evening 
that he no tangtr supported such an 
a m e ndmen t . His switch followed a 
spin m the insurance industry over 
the seriousness of any threat from 
banka. 

A busy legislative calendar and op- 
position from some consumer groups 
mean that final pasuga of (he btll is 
far from guaranteed. Still, the House 
panel's vote and Mr. Dodd's an- 
nouncement dramatically "increase 
the possibility of the Congress's pass- 
ing interstate leaislation." said Ed- 


A group of shareholders of the Continental Bank Corpora- 
tion has sued to block the bank's proposed merger with the 
BankAmenca Corporation, saying the $1.9 billion deal is 
"unfair and grossly inadequate.'' The lawsuit was filed In 
Delaware Chancery Court on Friday, hours after BankAmenca an- 
nounced plans to acquire Continental. Chicago's second-largest bank. 

In their sun. the shareholders said that the stock and cash offer 
was too low for Continental, a company with $24 billion in assets. The 
group is also contesting a lockup stock option and a $60 million breakup 
fee called form the merger agreement. The provisions are aimed at 
discouraging another bidder for Continental. Spokesmen for both banks 
declined comment on the suu. CAP) 
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S&L Funds Used for Clintons, Investigators Say 
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Plundering banks in 
‘the Lawless State’ 


lb hear Bill Clinton and his friends tell it. Arkan- 
sas is not so much the Natural State as 'the Lawless 
State:* 

The president's defenders, trying to put the best 
face on the growing mystery called Whitewater, 
shrug and say that. well, plundering banks and 
shaking down farmers and merchants in a poor 
state is not what nice people do. but the Clintonoids 
are only doing what people have always done down 
there. 

It's true that Arkansas has always been a robust 
place, a land of wondrous beasties and magic huck- 
leberries. where ihe fronner spirit lives m the be- 
lief that a man is entitled to do just about anything 
he's big enough to do. and. m all fairness to the 
president, the randy and voracious razorback boar 
was widely venerated fora long time before he ar- 
rived at the place called Hope. 

And in Arkansas lore, governors have always 
been cut a little slack, such as the governor in the 
'30a who wrote fire and theft insurance on every 
concrete and steel bridge in the state highway sys- 
tem. and the governor in the 50s who. about to be 
indicted for stealing money from the state highwav 
fund, got his chief of staff to arrange to replace a 
certain judge with the town drunk, who then dis- 
missed the grand jury that was about to indict the 
governor 

White water, as all water will, seeps and drips. 

Sen. David Pryor, the president s gofer in the U.S. 
Senate, seems as bewildered as the rest of the 
Democrats. The Republicans, he complained to his 
hometown paper the other day. "keep raising the 
ante.'* First they wanted a special counsel: now they 
want a congressional investigation. Mr. Pryor is un- 
happy. like most of the congressional Democrats, 
because "Whitewater” is suddenly seeping into pub- 
lic consciousness faster than they can bail. Drip, 
dnp. dnp. 

If Vince Foster actually killed himself, as the ace 
of detectives of the Park 
Police insists, maybe it 
was because he was 
aware, as the rest of us 
are not. of the size of the 
mighty wall of white 
water about to descend on 
himself and his fnends in 
the White House. Why else 
would a man at the top of 
his career, in perfect 
health with a beautiful 
wife and teen-age chil- 
dren. do it? What did he 
know, and when did he 
know itr And who else is 
going to find out? 

A month ago. everyone flinched from using the 
I -word. Impeaching another president was too aw- 
ful to even think about. Now some people, having 
finally looked at the violent death of Mr. Foster with 
unbiin kered eves, are mumbling the M-word. Mur- 
der. as the Bard said, is an organ with many 
mouths. 


Who knows who might have done in Vince ros- 
ier? An itinerant junkie, looking for a few dollars to 
!uiv a fix? An embittered client? Someone with a 
rudge against the lawyers of the Rose Law Firm. 

• no seem greeuv even tor lawyers ? 

The more we know aoout this soraid store, the 
more sordid it looks. Bill Sessions, a native Arkan- 
san who was booted out as director ot the FBI the 
day before Mr. Foster died, says Mr. Foster was pan 
of a cabal within the Justice Department struggling 
for control of the FBI. Now stones abound, both 
here and in Little Rock, that Webb Hubbell. who as 
assistant attorney general signs his letters "chief 
operating officer.” has not only nor recused himself 
from the Whitewater inquiry but is actually trying 
to manipulate the investigation to protect the Clin- 
tons. 

House Speaker Tbm Foley, trying desperately to 
hold back the wall of white water, argues lamely 
that hearings are not necessary because no one has 
presented evidence of wrongdoing. Precisely. Mr. 
Speaker. You collect evidence first. Then, if you find 
the evidence, you bnng charges. (Your lawyer could 
explain it to you.) 

The president no doubt wants to get to the bottom 
of this more than anyone; Mr. Foster, after ail. is 
said to have been Hillary's best friend. Even at this 
late date, he could assign the FBI to do what neither 
a ranger of the Park Police tor even a meter maid) 
could do as well as the agents of the best investiga- 
tive force in the world. 

Until he does that, and invites Congress to set 
loose its own investigators, the thunderclouds of 
suspicion now building over the White House will 
soon render his administration monbund. Impotent, 
even. Arkansas is God's own heaven, as all know, 
and its good name will survive even Bill Clinton, but 
there may be more things going on here than even 
heaven dreams of. 



-//- 


% ^ _ 


2827 


The Washington Times 
February 4. 1994 


_w r. t brc n ' I C. V L 

:hat should be ciu.suiv scrutinized. 

Me said he basea ms conclusion 
ona Banking Lommittee Republican 
•taif memorandum, wnicn was re- 
■eased vesterdav atone with a letter 
to Roger C. Altman, the interim neau 
ot the Resolution frust Corp. iKTO. 
urging his recusal from anv prone ot 
the Wh itewa ter- M adi son atfair. 

The undated start memo to Mr. 
Leaeh said that, "based on documen- 
tary evidence available to the minor- 
ity. it appears that Madison Market- 
ing served, in at least one instance, 
as a conduit of funds from Madison 
Guaranty to Whitewater ana Gover- 
nor Clinton.’ 

“If this ts correct, it would appear 
that insured funds from the failed 
Madison Guaranty were diverted 


and directly benefitted the governor 
and lus investment in Whitewater, a 
claim Clinton had denied." the memo 


nemnung to a 1987 article in Ar- 
kansas Business, a Little Rock publi- 
eaoon. Madison Marketing was ac- 
tually a fictitious name tor Madison 
Financial Corp. tMFC). Madison 
Guaranty* real estate operation. 

Mra. McOougai also ran Master 
Marketing, a sole proprietorship 
***•* office originally was at 1J10 
Main St., the office of MFC. Arkan- 
sas Business reported. 

Mrs. McDougai. as the head of 

utnoon loan, a third of which ulti- 
mately ended up in Whitewater. The 
wen. which was never repaid, u.is 
illegally obtained, according to tor- 
mar Little Rock Judge David L Hale 
who says he was pressured bv Mr. 
McDougai and Mr. Clinton to direct 


the loan to Mrs. McDougai. 

Mr Hale, under indictment tor de- 
frauding the SBA on unrelated loans, 
said all three were aware mat Mrs. 
McDougai was not qualified for the 
loan but knew that she could quailfv 
for it — on paper — as a female ap- 
plicant 

*4r. Leech, in his strongly worded 
letter to Mr. Altman. iur the first 
tune also raised ethical issues about 
having a top lfeasurv Department 
official heading the RTC investiga- 
tion of Whitewater Madison while 
serving as a political appointee ol 
President Clinton. 

The RTC Is the lead independent 
federal agency responsible for in- 
vesti gat i n g failed savings and loans. 

"I have high regard for vour per- 
sonal integrity, but as you know. 
from th e beginning, it has been an 
awkward situation to have e presi- 
dennally appointed and confirmed 
officer of the IVeasurv Department 


•<J>o hcaa an indcoendcnt federal 
•uenev. tr.c RTC." Mr. Leach «,d m 

•«-s letter to Mr Altman. 

’Alien rms prospect was tirsr 
-uggcsteu at the beginning ot the 
1 in ton administration, u j lt j n oi 
-mte me iGOPl minonrv as 

!? r “ monMI ° r I«0 
given the tact that no RTC head had 
been selected" his letter said 
However, it has been over a vear 
since the administration has been in 
office and it can only be desSSJS 
as structurally unseemly forapoim^ 
^■PP° ln,ee of « executive branch 
^!J a *3 menr t0 what are me? 

S^srs^szi 

«..U e io "* Re P«Wiean has been 


fully so far — to get relevant doc- 
uments on Whltewater-Madison 
from federal agencies, such as the 
RTC 


House Democrats have appeared 
in recent days to be softening their 
opposition to hearings on White- 
water-Madison as part of a manda- 
tory oversight review of the RTC re- 
quired every six months. 

Mr Leach said in his letter that he 
was still trying to work out arrange- 
ments with banking agencies to get 
documents, and hoped the RTC is at 
least pursuing all leads involving 
Whltewater-Madison. including any 
White House documents turned over 
recently to the Justice Department 
by the White House. 

These White House documents 
have not been released by the Jus- 
tice Department because they are 
covered by a federal subpoena and 
thus are protected by strict secrecy 
rules. 


Some of these documents are be- 
lieved to include confidential re- 
pons prepared by White House 
Deputy Counsel Vincent W. Foster 
Jr., a friend and personal lawyer to 
the Clintons, who committed suicide 
in July. 

“If the White House chooses to 
use the Justice Department to shield 
Whitewater documents not only 
from the public and Congress, but 
from other government agencies, 
such as the RTC. which have legiti- 
mate public law enforcement re- 
sponsibilities. u is hard to believe a 
responsible resolution of the issues 
involved can be made by regulatory 
authorities. Mr. Leach said. 

He also said that "tune is dearly 
of the essence for the RTC to make 
judgments" about any investigation 
because the statute of limitations for 
certain kinds of civil penalities will 
be running out at the end of Feb- 
ruary 


T 
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Sessions says White House 
‘compromised’ Foster probe 


3v Micrtaei Hedges 

•H « wmmkqton rMi 


The FBI investigation of Deputy 
White House Counsel Vincent W 
Foster Jr.’s July 20 suiade was 'com- 
promised from the beginning ' by 
the White House and the Justice De- 
partment. former FBI Director Wil- 
liam Sessions said. 

"The relationship between the 
White House and the FBI at the time 
of Mr. Foster's death should be 
looked at in the context of known 
events which had political implica- 
tions." Mr. Sessions said in a state- 
ment first reported by the New York 
Post. 

Mr. Sessions' remarks come amid 
Justice Department refusals to re- 
lease documents on the Foster sui- 
cide. lingering questions over the 
White House s role in the FBI probe 
and a prominent columnist’s report 
that a ca n didate for special counsel 
turned down the job when he could 
not get assurances of cooperation. 

"The FBI in May and June of 1993 
had already been involved in the 
'TYavelgate' affair that re-erupted 
whmn FBI agmus had been sum- 
moned to the White House without 
my knowledge." Mr. Sessions said in 
a two-page, handwritten statement 



Ro i en m tionei Former FBI chief 
WiHlam Sessions says politics got m 
me wey of the suicide investigation. 


The White House and Justice De- 
partment were clearly in a politi- 
cally awkward position with the FBI 

TVawlsate investigation in July 

1993." 

Mr. Sessions' statement corre- 
sponds with those of current and for- 


mer FBI and Justice Department of • 
finals who had told The Washington 
Times of interference by the White 
House and Justice Department in 
the bureaus work in the Foster in- 
vestigation. 

Me Sessions was fired as FBI di- 
rector July 19 — the day before Mr. 
Foster killed himself — after a de- 
partment review of ethics accusa- 
tions. In his statement, he said the 
FBI’s compromised role m the Fos- 
terprobe and the White House travel 
office scandal prompted his com- 
ments on leaving the bureau: that he 
"would not be part of politicizing the 
FBI, from within or without." 

An FBI spokesman said yesterday 
that the bureau would have no com- 
ment on Mr. Sessions' statement 

At her weekly news conference 
yesterday. Attorney General Janet 
Reno said: “I got the FBI as involved 
as they thought was necessary. ... I 
don’t know what (Mr. Sessions tsi 
talking about." 

But some current and former fed- 
eral law enforcement officials have 
been saying since July that the FBI 
was shackled in its efforts during the 
Foster suicide probe. 

“It is very remarkable that the 

Continued txitouo 


White House wanted to limit this 
case to the Park Police." a former 
Justice official said. “The bureau 
was brought in for cover, but the 
agents were not allowed to do their 
jobs. The agents complained about 
it." 

The U S. Park Police became the 
lead agency in the case because Mr. 
Foster died at Fort Marcy, a small, 
roadside park in Northern Virginia 
that is under Park Police jurisdic- 
tion. 

Soon after the suicide. White 
House Counsel Bernard Nussbaum 
cited executive privilege in prevent- 
ng Park Police and FBI agents trom 
carchtng Mr. Fosters office. The 
Washington limes reported in De- 
cember. 

Mr. Nussbaum also blocked Park 


Police and FBI investigators from 
examining Mr. Fosters personal pa- 
pers and belongings when they went 
to the White House on July 22. 

The agents were ordered to sit in 
.i hallway while staff officials went 
hrough the documents. The White 
I louse officials put several items in 
i box to be delivered to Mr. Nuss- 
baum's office, and an FBI agent was 
reprimanded when he stood up to 
peer into the room. 

Investigators who went to Mr. Fos- 
ters home also were turned away. 

Mr. Sessions remarks on Itavet- 
-ate referred to the White Houses 
firing of seven employees in its 
travel office, in an unprecedented 
move, the FBI issued a statement 
jving that it was investigating the 
^jse. supporting White House jus- 
; neat ions tor the dismissals. 

Die matter is under investigation 
by the Justice Department. 

The investigation of Mr. Foster s 
death has become controversial in 


part because key documents related 
to the case, including the police file 
and the autopsy report, have not 
been released. 

Yesterday. Justice Department 
spokesman Carl Stem said official 
requests for the documents by news 
organizations, including The Wash- 
ington Times, would not result in a 
quick release of the reports. The 
Park Police report was completed in 
early August. 

Freedo m of Information Act re- 
quests filed soon after Mr. Foster s 
death have not been fulfilled, which 
prompted the Wall Street Journal to 
sue the Justice Department last 
tveek. x 

Mc Stem said police and autopsy 
files would not be released until spe- 
cial counsel Robert B. Fiske Jr., who 
is proome the Foster suiade as part 
of his Whitewater-Madison investi- 
gation. reviews them. He said that, 
as of vesterday. Mr. Fiske had not 
been given the reports. 
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higb interest rates to attract deposit 
and making lugh-interest loans to 
risky borrowers. 

If you nad to pick the typical 
failed S&L Madison would fit the 
proflle." says consultant Bert Ely. an 
S&L expert, "it had every symptom: 
iow capital, rapid growth. notHram- 
nonal investments, excessive com- 
pensation lor its officers, etc" 

Ely says even its connection to pol- 
iticians was common: “There was a 
mutual attraction between politi- 
cians and S&Ls. A lot of S&Ls were 
looking for political cover, politicians 
were looking for money. But outside 
of that, many S&L execs were politi- 
cally active people anyway." 

Eventually. McDougtfs world un- 
raveled. ending in Madison's failure 
and his 1989 indictment for bank 
fraud. He was later acquitted. During 
that time, his ties to the ainnw re- 
mained intact: Hillary nim^ 
sought, but did not receive, power of 
attorney over Whitewater. 

_ The next chapter played out after 


two days later, a cryptic torn suicide 
nose raised more ouenom about his 
motivations than it answered. 

Leach says tae tale of the diatom. 


Whitewater boils down to a snlkinre- 
lolvad question of entice 
“leadership is all about burn and 

moral authority and how the two 
COtijoja . 1 * he says. "It comas down to 
pobtic mat. imimately, the larger is- 
mo here may end up relating to how 
Uswithdis- 


USA Today 
February 4. 1994 


News report questions 
first lady’s role in suit 


By Denms Cauchon 
USA TODAY 


The Chicago Tribune report- 
ed Thursday that Hillary Rod- 


in a 

Clinton friend and tn- 

vestment banker Dan Lasasw. 

Her law frm sealed a S3J 
i miMwi W it *fp in * Lasator & 
Ca |or S200.000. The case in- 
volved FU* American Savinjp 
sue Loen. an Oak Brook. 11L. 
S&L that tailed in ISM. 

Later, a Little Rock bust- 
ninieii was a political sup- 
porter of Gov. BUI Clinton. He 
aii* employed Roger Clinton, 
the president s half-brother. 
Lasater and Roger Clinton 
pleaded guilty to cocaine 


The suit was h a ndle d prop* 

erty. says UsaCapukx Hillary 

* Mrs. 


at the Rose Law Firm, acted 
with the utnao* inte^ity and 


pnfcsatooalisnL'' Of the allega- 
tions she «««>■ "These things 
are thrown up as a diversion.” 

la other Whitewater news. 
Rep. Jim Leach. R-Iowa. ashed 
Thursday for a rukiag on 
whether the head of the Rere- 
iution Tnat Corp. should re- 
move himaeif from ail White- 

RFC acting chief Roger Ait- 
man. Clinton's college room- 
mate. a deputy T rea s ur y sec- 
retary. He has been liling mas 
he ad of the independ ent ag o- 

Leach, who is leading the 
Whitewater investigsnon. said 
the probe puts Altman in "an 
awkward position” because 
Madison Guaranty Savtnp & 
Loan — a failed thrift owned 
by Clinton's Whitewater part- 
ner James McDougsi - is * 
the center of the controversy. 

Airman had no immortiaie 
comment. “It’s being re- 
viewed.” said Treasury spokes- 
man Howard Schkm 


-n- 
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Federal Reserve appears 
ready to let rates go up 


Bv Bill Montague 
USA TODAY 

Investors were startled 
Thursday when it appeared the 
Federal Reserve was letting 
short-term interest rates rise. 

Triggering the jittera; The 
Fed's failure to rein in the key 
federal funds rate, which 
banks charge each other on 
short-term loans. The rate rose 
to £25% Thursday morning, 
above the Fed’s 3% target. 

Analysts thought the Fed 
would push down the rate at 
midmonung by adding money 
to the banking system. It didn't 

Some experts saw that as a 
sign Fed policymakers may be 
ready to vote to rase their tar- 
get to 3^5%. They end e two- 


day meeting today. "We caught 
them leaning. “ says James An- 
nable. chief economist at First 
National Bonk of Chicago. 

The threat of higher rates 
pushed bond prices down and 
yields up. Stocks also fell. 

But some analysts say the 
Fed may not have been trying 
to signal any policy change and 
knew the funds rate would dip 
to 3%. It did lust that Thunday 
afternoon. “It looks like (the 
Fed) didn't need to do anything 
after air to hold the rate at 3%. 
says Dean Witter economist 
WllUam Sulltvan. 

Economists sdll expect rates 
to rise, possibly as soon as to- 
day but perhaps not for weeks. 


Fed ready to pull 
plug on low rates 

NEW YORK — How long can the Fed wait? 

It'S been five years since the Federal Reserve last pushed 
interest rates higher. Remember 1989? Ghostbustcrs and 
Indiana Jones sequels were playing in theaters. Mill] Vaniili 

was the hot new musical group. The Buffalo Bills hadn't yet 

last s Super Bowl. 

And the average yield on six-month bank certificates of 
deposit was as high as 9.3% (in 
April) — not today's ig%. 

Now, the downward spiral may 
be reversing. Thursday, the Fed 
declined to fight market forces 


above the 3% target for a while. 
Some economists expect the 
benchmark fed funds rate, avail- 
able to big banks for overnight 
loang to stabilize at 3J5% in com- 
ing weeks. It's been 3% since Sep- 
tember 1992. "Allowing this to 


in being watched dasety is a con- 
crete signal that the Fed has be- 
gun the process" of bumping rates 
higher, says David Jones, economist at Aubrey 
Whet's that mean? The economic recovery has been giv- 
en enough juice, and If it gets any more, things might get out 

of h and That is. inflation could become a problem. Think of 
it as seventh-inning stretch at the ballgame. That* when 
beer vendors at some ballparks go home. |ust In case the 
crowd was gening coo much of a good thing. 

For savers, the Fed's inaction is a signal that modestly 
higher CD rates may be coming quickly. Jones believes a 
six-month CD that yields 2£% today could rise to 13% late 
this year. Half of that 


jump should occur the 
next week or so. But for 
the stock market it could 
mean problems. If CD 
rates go up. it will dis- 
courage money from go- 
ing into the stock map 
ket Indeed, stocks fell 
Thursday (Market 
Watch, right). 

dearie bull markets in 
stocks, like this one. tend 
lo start deep in a reces- 
sion as rates begin to tail 
sharply. They tend to 
end near the height of re- 
covery. which often oc- 
curs around the time 
shortterm rates begin to 

that Dow 4000 mayte 
more than a mere psy- 
chological hurdle. The 


Rate soars 

Thre e montf t T-frl dnoount 
3 . 14 % , 


3 . 10 % 



1/20 

■ Source: USA TODAY 


USA TODAY 


round-number obstacle can be tough bv itself. In Julv 1990 . 
the Dow twice dosed at 2999.73. It didn't get pest 3000 until 

eight months later. Now. as the Dow doses in on 4000. It also 

mat battle concerns that economic growth — even if sus- 
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Leach Suit Over Whitewater Documents 


Would Test Power of Ranking Members 


In Quest for Papers From OTS, RTC, Minority Banking Aides Cite 1979 Court Ruling 




By Glenn R. Simpson 
Rep. Jim Leach (R-lowaj says 
he expects 10 file a law suit against 
the Office of Thnfi Supervision 
and die Resolution Trust Corpo- 
ration to force the agencies loium 
over confidential documents re- 
lated to die Whitewater scandal 
At issue is whether execuove- 
branch agencies must release doc- 
uments to a ranking member of a 
i well 


Leach, die ranking Republican 
on die House Banking Commit- 
tee, has been waning for OTS and 
RTC to respond in wnung to re- 
cent document requests. Leach 
alleges that the agencies are 


“It would be n 


for the courts to decide 


of a 


fusai because it will prompt Leach 
immediately to go lo court. 

*T think their apprehension is 
reasonable." said Leach. That is. 
they have good cause to fear that." 

Leach wants die agencies to 
turn over confidential bank exam- 


lee Chairman Henry Gonzalez 
(D-Teaas) has declined to en- 
dorse Leach's request 
The OTS has orally told Leach 


Leach is not a 
■nan. It will thus be Rated as a 
F reedom of Information Act re- 
queat (Roll Call. Jan. 13). 

On Tuesday, acang OTS Direc- 


on oversight and mvesugaoons. 

Leach aides have been re- 
searching case law and compiling 
a bit of law firms they can ask to 
represent Congressmnal Republi- 
cans on a pro bono basts. 

Leach would al m on certainly be 
use of die House Counsel 


action by the counsel, and Demo- 
crats oppose Leach's inquiry. 

“We ire considering his request 
for the release of various docu- 
ments, and since his request is not 
an official request of the House 
Banking Committee, we are treat- 
ing it as a request under FOI A and 
will make our decision consistent 
with die long-standing position of 
all federal agencies, which is that 
examination reports and related 
documents are confidential and 
not subject to public release." said 
OTS spokesman Bill Fulwider 


Waning that the osue of minority righto could prove more important than the details of the 
W hin e alee acandal itself. Leach, at a press conference Tuesday, noted, “It is conceivable that 
i ia the next half ccutury-lhe precedents being set might be helpful |to Democrats!." 

Three GOP House Members. Depositor Protection Oversight 
of than reqtunng Reps. Bob Walker (Pa). Toby Board hearings, which are sup- 
t. a 'Roth (Wis). and CUfT Smarm posed to be held every su months 
(Fla), ambushed Banking Chair- and have not taken place since 
man Henry Gonzaki (D-Texas) early last year, 
on the floor during special orders Under oversight board. rules. 

Republicans believe they would be 
allowed 10 call witnesses related to 
the failure of Madison Guaranty 
The House and Senate GOP 

_ « . . « umwiiuis ■> >un wnuNHini leadership last week b a c k e d off 

Leach aides have 
been compiling a 
list of law firms 
they can ask to 
represent the 
Republicans on a 
pro bono basis. 

official voice of the Congress for 
purposes of receiving such infor- 
mation. as distinguished from ns 
ranking mtnontv m em ber, other 

committee members, or other The moves by Riegle and 
members of the Congress." Gonzalez followed a full-court 

Leach suggested at a Tuesday press by the GOP. 
bnefmg with reporters that the Banking Commiuee Republi- 
cans on Fridav demanded 
Riegle hold a "special meeting" 
on the Whitewater and Madison 


iheu queries on Whitewa- 


Gonzalez said the Banking 
Commiuee is still considering 


hold hearings on Madi- 


uon of the 


tlk'«tjlRl.«J>|l,ul <l-.UII.li 
limit C III IIIUMIHJk II.. A till. 1IJ 

icr MjdiMin b.V l. Ntjjidji. • mimic 
plcj> instc-Hl lur Iwuiincv t-> regu- 
lar committee-. <>t iiitimIk im»> 

S|>cual vclcci cunmiiikc rent- 
lutionv huJ heen drjital hv Kc 
publicans in both chambers. but 

House Banking 
Republicans made 
aparliamcntanj 
gambit last week 
to force a public 
hearing on the 
controversy. 

the appointment ol special coun- 
sel Kobcn Fiskc bv the Justice 
Department caused Republicans 
lo reconsider. 

House Minorus Leader Bob 
Michel IR-III) disclosed the 
GOP’ s dccisum to withhold a spe • 
cial comm u tec resolution in a let- 
ter to Speaker Tom Foley (D- 
Wash) Senate Minority Leader 
Bob Dole (R-Kan) lot lowed sun. 

In his leucr to Foley. Michel 
said the Banking. Small business, 
and Judiciary Committees 
“ would be abdicating their consu ■ 
tuuonal oversight obligation if 
they reiuse to oeive into and hold 
bearings on the issues surround- 
ing the Whitewaier/Madison af- 
fair." and asked Foley to order the 
committees to hold hearings 
Foley refused 


would likely be taken up at a 
Thrift Depositor Protection Over- 
sight Beard hearing. The board 
oversees the Resoluuon Trust 

Corporation. 

In the Senate. Banking Com- 
mmee Chairman Donald Riegle 
(D-Mich) also promised to let the 
matter be addressed at an over- 


Leach aides believe they could 
win a court fight, based in pan on 
a 1979 DC Coun of Appeals deci- 
sion. Murphy v. Dept, of the 
Army, which found there is no 


Congressional committee and a 
single Member in terms oi power 
from gov- 


raised by the Whitewater contro- 
versy “could prove mote sigmft- 
than the scandal itself. 

to say will be 

as a 


to rue their decision lo fight 
Leach's probe, he aid. "It ts coo- 


might be m the majority, and the 
preced en ts being set might be 
helpful (to Democrats!.” 
Meanwhile. Republicans ap- 
peared to win agreement from the 
toffte Homes 


The Republicans said Senate 
rules allow three members of a 
to request a special 
meeting of the commiuee. and if 
the chairman refuses, a majority 
can then vote to override him. 

House Banking Republicans 
also made a parliamentary gam bn 
last week to force a public heanng 


A freshman member of the 
House Banking Comm nee. Rep. 

(R-Ala), sent 
ignedby all20 
on 

to hold the Thrift 


Buffalo Bills booster Alfonse D' Amato settled hts Super Howl 
bet with Dallas Cowboys cheerleaders Kay Baikv Hutchison 
■ad Phil Gramm. Since the Bills lost by more than » points. 
D' Amato had lo wear the Cowboys boxers outside his pants. 


IS75<t 
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The Washington Times 



Firm believed to have illegally routed funds to '84 Clinton campaign 



WMtewaterMadison investtga- 
tonare looking at the records of a 
Little Rock investment firm 
aselth riy second source of illegally 
ramad monev tor the 1984 re- 
election campaign of Gov. Bill 
Q jjMW . federal law en f orc em e nt 

Insaangitors are trying to deter 
mine tf Lasater dr Co., headed by Pan 
R. laattf. was used illegally as a 
oondim to tunnel money from over- 


dietary," says one law enfim*; 
official familiar with the 


IJJ^lStm^theSecufWW 

owe GOP member ofthe Hoiue 

^^•^2SSn. ala ° 

ChainDan At- 

■ . . w ..Uul Cm* M nll 


\ 


anty Savings and Loan Association 
*° the Clinton campaign or it money 
was diverted directly f rom me firm. 

The Lasater-Madison connection 
is outlined in a confidential sccun- 
He* agreement signed by the two 
firms on June 21. 1984. The pact es- 
labUshed s Madison account within 
tha Lasater organization to buy and 
saU securities — and was approved 
that same dav bv me Madison board 
of directors. 

The single page agreement. 
Signed by Madison board member 

Swan H. McOougai - then the wile 
of Madison s owner. Jamas B. 
MCDougai — was among documents 
*«*ed in Uccemher hv icderal and 
congressional investigators looking 
,nt ® thc Whiicwaier Madison atfair. 

"Madison and lasater both hod 
access to tremendous amounts of 
•nonev. and there i* concern among 
le deral authorities mat the Clinton 
campaign mav have been e direct 


, .... f mt k Ctk* a now- 
Arkansas securities firm. 
Me Leach wrote. -It hss been re- 
ported that Lasater 4 Co. was con- 
nected with significant abuses m the 


Me Lasater. a longtime friend and 
liticai supporter of Me Clinton 
A his wife. Hillary Rodham Clrn- 
u was convicted of distributing co- 
ne in 1986 and sentenced in De- 


1986 to serve 10 

ie on. 

Mr. lasater served four months in 
Aifway house and two months un- 
r bouse arrest. Me Clinton par- 
sed him in November 1990. He is 
w an executive st Phoenix Mori- 
ge Co. in Little Rock. He has not 
en available for comment. 
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♦vhile unuvr invvstisauon ov Ar- 
kansas state Police ror a cocaine- 
distribution operation involving Mr 
Clinton's brother. Koeer. Mr. Lasater 
received more than ao64 million in 
Arkansas oond-sate contracts to the 
lasater nrm. ail of which were 
•pprovcu bv Gov. Clinton. The 
I -asater nrm received >1.6 million in 
brokerage tees rrom two dozen sep- 
arate tax-exempt state oonas. 

In 1987. when Mr. Lasater surren- 
dered to federal autnonues to begin 
a prison sentence, nc relinquished 
control oi Lasater & Co. to his execu- 
n ve vice president. Patsv L. Thom- 
pson. also a longtime Clinton sup- 
porter. she is now an aide to the 
president, working in the White 
House, ahe was one oi three persons 
who searched the office of White 
House Deputy Counsel Vincent W. 
Foster Jr. less than three hours af ter 
Ins bodv was found m Fort Marcv 
Park, off the George Washington 
Memorial Parkway, ahe had accom- 
panied Mr. Foster in tne days Before 
his suicide in tus searen fora private 
attorney. 

Mrs. Clinton, then a senior part- 
ner at Little Rock $ Rose Law Firm, 
also negotiated an unexplained 
S200.000 out-of-court settlement in 
1987 in a S3J million lawsuit filed 
against Mr. Lasater by the Federal 
Deposit Insurance Corn. Mrs. Clin- 
ton represented (he KDIC 
By the tune the suit was filed. Mr. 
Lasater had contributed thousands 
of dollars to her husband's cam- 
paigns. had sponsored campaign 
fund-raisers and had let both Clin- 
tons use his private airplane. 

Whltewater-Madison investiga- 
tors are looking into questions 
raised by the Resolution Ihist Corp. 

< RTC) that funds were diverted from 
Madison to Mr. Clintons 1984 guber- 
natorial campaign. The RTC wants 
to know whether Mr. McDougai tile* 
gaily manipulated loans, using over- 
drawn Madison accounts, and di- 
verted S&L funds into the Clinton 
campaign. 

The RTC. which oversees failed 
S&La. also has questioned the diver- 
sion of other Madison deposits to a 
failed real estate venture. White- 
water Development Corp.. jointly 
owned bv the Clintons and the 
McDougals. 

Now. investigators, according to 
the sources and to several of the 
more than 80 federal grand iurv sub- 
poenas issued so far. arc looking into 
these other matters: 

• Mr. Clintons personal lobbying 
ut Arkansas legislators in 1985 to 


The Washington Times 
February 16, 1994 


-ive Mr. Lasater a contract to sell 
-.10J million m bonds for a state po- 
ce radio svstem. Die contract, uitt- 
■lately approved, earned Mr. Lasa- 
vr's firm $750,000. 

• Mrs. Clintons conflict -of -inter- 
est position in representing the gov- 

mment in the S3.3 million FDIC 
iwsuit against Mr. Lasater. wmch 
vaa settled out of court. 

Mrs. Clinton and Mr. Foster rep- 
resented the government in that suit, 
accusing Mr Lasater of fraud in the 
failure ot First American Savings 
and Loan in Oak Brook. ilL 

• The role of the Arkansas Devel- 
opment Finance Authority (ADFA1 
in the award of state tax-exempt 
bonds. underwriting contrac ts and 
bond counsel fees for the Lasater 
firm and other investment groups, 
brokerage nouses and law firms. 

ADFA was created in 1985 by Mr. 
Clinton to expand the states author- 
ity to issue tax-exempt bonds to de- 
velop property in Arkansas. 

Investment bankers in Arkansas, 
and a former ADFA official involved 
m government bond contracts, say it 
was “common knowledge” that com- 
panies headed by political support- 
ers of Mr. Clinton received favored 
status for government awards, in- 
cluding business loans through 
ADFA bond issues. 

The former official who asked not 
to be identified, alleged in a letter to 
the FBI that Clinton appointees en- 
gaged ui "power brokering” to guar- 
anme "single source bids for ser- 
vices that ensure repeat busmen to 
the same people." 

The letter said many of AGFA'S 
bond sales were intended “as politi- 
cal favors or repayments for cam- 
paign support." FBI officials have 
declined comment on the letter. 

Justice Department investigators 
assigned to Little Rock by Attorney 
General Janet Reno began the 
Lasater AD FA review in December 
They are expected to turn over their 
findings to special counsel Robert B. 

Kiska Jr., named Jan. 20 by Mias 
Reno to head the Whitewater- 
Madison investigation. 

Mr Lasater. a thoroughbred race- 
horse owner who helped finance Mr 
Clintons first three gubernatorial 
campaigns, acknowledged at his co- 


caine conspiracy trial that he had 
lent Roger Clinton $8,000 to pay off 
a drug debt. 

Roger Clinton, who worked as Mr. 
lasater s driver, pleaded guilty in 
January 1985 to separate cocaine- 
Jistnbution cnanres and served one 
year of a two-year sentence. He was 
an unindicted co-conspirator a year 
later ui the Lasater case 

Miss Thomasson. who was chair- 
man of the Arkansas Highway Com- 
mission bv appointment of Mr. Clin- 
ton. was not implicated m the 
cocaine investigation, She has not re- 
turned calls from this ne w s pa per to 
her office 

The late-night search of Mr. Fos- 
ter's office three hours after his 
body was found was conducted by 
White House Counsel Bernard Nuss- 
beum. to whom Me Foster r eported. 
Mr. Nussbaum told r epo r te rs that 
he Miss Thomasson and Margaret 
A. “Maggie" Williams, who is Mrs. 
Clintons chief of staff, were in the 
office for 10 minutes. U S. Park Po- 
lice who investigated the Foster 
death, said the late-night visit lasted 
at least two hours. 



Dan R Lasater ran tha Lube Rock 
invaatmant hrm m quaadon. 


Tha Washington Times revealed 
Dee 20 that the docu m e n ts ware 
taken from the Foster office on the 
day he died, and only after that re- 
port did the White House make tha 
first acknowledgment that this had 
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pickup in utility production and mining 
output. 

There is nothing in the January 
capacity-use numbers that shou’d worry 
the markets or Fed policy-makers, said 
Doug Handler, an economist at Dun &. 
Bradstreet Corp. in New York. 

Capacity use is viewed as an inflation 
bellwether because its rise often coin- 
cides with a buildup of order backlogs. 
Rising backlogs imply that supplies are 
strained, and such shortages generally 
push up prices. 

But D&B’s monthly survey of the 
factory sector showed that backlogged 
orders shrank in January, Handler 
noted. The frigid and snowy weather 
likely accounted foi half of the drop, he 
said. Still. Handler added, factory out- 
put growth is tapering ofT from the 
fourth quarter's torrid pace. 

In fact, usage at factories edged down 
slightly to 82.1% from 82.2% a month 
earlier. Output from factories increased 
just 0.2% in January, olt sharply from 
the hefty 1% gains in each of the 
previous two mouths. 

Moreover, the rise in utility usage was 
a temporary spurt in response to unusu- 
ally cold weather, which sent January 
demand for heating energy through the 
roof, economists said. Capacity use in 
this sector jumped three percentage 
points to 90.1% in January, as output 
surged 3.5% from December levels. 

The increase in capacity use in the 
mining sector was largely due to a 
second month of rebounding activity in 
the coal industry. 

Total mining output was up 0.8% in 
January, following a 0.5% increase the 
previous month. 

The end of a lengthy strike by miners 
boosted coal output 3.5% in December 


from a month earlier. January output 
rose at a slower, but still strong, 1.7% 
rate from the previous month. 

Still, the weather was the overriding 
factor in the Fed report. 

Among those hardest hit by the 
January freeze were steel and iron 
producers, and suppliers of construction 
materials. Output of metals for produc- 
tion use tumbled, after leaping a month 
earlier. 

Construction-supply output rose only 
modestly, following a sturdy gain in 
December that economists had attrib- 
uted to healthy housing demand. 

Production was also off in other 
housing-related sectors, such as the 
furniture and appliances industries. 
Lumber producers eked out a gain, but 
the sector's momentum was off signifi- 
cantly from the fourth quarter. 

But even old man winter didn't hinder 
continued steady growth in auto and 
computer output. 

Car and light truck ouput moved 
ahead a solid 2.1% from December 
levels, the Fed said. Assemblies of motor 
vehicles ticked up to a seasonally 
adjusted annual 12.8 million units in 
January, from P 5 million units a 
month earlier. 

True, this gc! . was modest compared 
with the previous three months. But it is 
considerably stronger than September's 
0.7% rise. 

On a cautionary note, economists 
said, the drop-off in metals production 
may temporarily gum up the supply 
pipelines to motor vehicle manufactur- 
ers. Stalled input deliveries could disrupt 
production, said Schlossberg. 

Meanwhile, computer makers ramped 
up their production 3.3%, compared 
with a 3.2% increase in December and a 
3% rise in November. 

Total production of long-lasting du- 
rable goods grew 0.6% in January 
Nondurables output fell. 

These various changes left the Fed's 
industrial production index at 114.4% 
of its 1987 level in January, up from 
1 13.9% a month earlier. 
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Regulators defend actions 
ofHillary Clinton in S&L case 


•yOKLifatt 
and WUttaei fihut 

noaoNt StAvr Warns 

As a private attorney in the 
1980a. Hillary Rodham Clinton 
represe n ted a government agency 
in a lawsuit against a family 
friend, but her actions in the com 
didn't constitute a conflict of In- 
terest federal hanking regulators 
said Tuesday. 

The statement by offlriaU of tbn 
Federal Deposit Insurance Corp. 
involved a suit b e tw een tho now 
defrmet Federal Savings and Loan 
Insurance Corp. (F5LIC) and an 
Oak Brook savings and loan. 

Ilia FDIC Inquiry was triggered 
by a Feb. a report in the Chicago 
Tribune about Hillary Clinton's 
rum aa an attorney for a federal 
c* ncy that had sued Dan Lasater, 
a friend and political benefactor of 
Mrs. Clinton and her boaband. 
who was governor of Arkansas at 
the time. 

The story reported that Mrs. 
Clinton represented the govern, 
mens agency in the case against 
her friend, a potential conflict of 
Interest. The story also said that 
she; as an attorney tor the govern- 
ment agency involved, helped 
settle the suit, which initially 
sought I&3 million in damages, 
ibriaopjoooL 

FDIC officials said their inquiry 


oocflrmart that Mrs. Clinton waa a 
lawyer re p res e n ting the F3UC In 
tho 1980a and that she actively 
participated in the egencyi Udga- 
ttou against Lasater. 

Bui the agency said Mrs. CUn- 
ton 1 * Involvement in the cam was 
not extensive enough to constitute 
a conflict of Interest under rules 
governing the federal regulation 
of savings and loons. The FDIC 
tald that u niter Stdanl rule* ex- 
isting at the time, Mrs. Clinton 
didn't have to direedy toll the gov- 
ernment about her friendship 

with Lasater. 

FDIC offlcjala said their inquiry 
involved primarily a review of 
court documents and the. billing 
records submitted b/ the Rose 
Law Firm, where Mrs. Clinton 
wee a partner. 

M Based on what our people 
found. Mrs Clinton's involvement 
was confined to two hours review- 
ing the amended complaint 
[against Lasater],” said chief FDIC 
s p o ke s m a n Alan Whitney. Whit- 
ney said the investigators did not 
question Mrs. CUnton. 

FDIC officials said Hillary Clin- 
ton signed an emended complaint 
in the litigation that reduced from 
$84 million to 814 million the 
H iiMp e sought agalnet L asat e r a 
bend trader who was accused of 
making unauthorised Treasury 


bond trades that resulted in more 
than 8381400 in lessee ter First 
American Savings and Loan Asso- 
ciation of Oak Brook. 

However, Whitney said FDIC of- 
ficials believe that Mrs. CUnton 
was not involved in the final deci- 
sion to actually settle the case 
against har friend for tMOjOOQ. He 
sold the case was handled primar- 
ily by Vincent Foster, a Rose at- 
torney and dose Mend of the 
Clintons who committed suicide 
last July. 

Lew and accounting firms gen- 
erally are barred from represent- 
ing tho government in SAL cam 
if they have previously represen t 
ed the thrift or have personal 
L’-Tca to any officials or targets of 

As (he primary FSUC oontrac- 
U» U*al hired Che Rose Lew Firm. 
Hopkins A Sutter, a Chicago law 
firm was raponslble for asking 
the Rare attorneys whether they 
had any potential conflicts or in- 
terest m handling tho suit against 
Lasater. Whitney said. 

An FDIC official femliar with 
the inquiry said attorneys at Hop- 
kins A Sutter could not remember 
details of the case. But they told 
federal that they have no 

records indicating Mrs. CUnton 
w o r ke d on any aspect of the case 
beyond the amended complaint 


i5xsV 
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The Wall Street Journal 

FDIC Finds No Evidence of Violations 
In Rose Law Firm's Work With a Thrift 


By KennrhH. Bacon 
AndJcrmr H. Bowbaum 
«•// ntptntt* •/ Tim Wau. Stout Joitomm. 

WASHINGTON - The Federal Deposit 
Insurance Corp. found no evidence that the 
Rom Law Finn, where Hillary Rodham 
Cli n to n and several administration offi- 
cials were pannen. violated conflict-of-in- 
terest rules in Its dealings with a (ailed 
Arkansas thrift. 

Separately. President Clinton repeated 
aseertfooa that the current co n trov ers y 
over an investment be and Mrs. Clinton 
made through Whitewater Development 
Oo. will die down. “It's an investment 1 
made is yean a«o ... that lost money, 
because the property market turned 
around at home." Mr. Clinton said on tho 
syndicated radio procram. "Imus ui the 

Mi nin y “ 

“It’s a simple, straightforward thine, 
and It'll be shown to be." Asked if 
Whitewater will evolve Into another Water- 
fate - the scandal that spun out of control 
and brought down President Nixon - Mr. 
CBntoa said firmly. “No." 

The FDIC examined lust one pan of 
R ep ubli c a n allegations and a number of 
news disclosures about Whitewater Devel- 
opment and Madison Guaranty Savings & 
Loan. Allegations have linked Madison. 
wMchfaUed in 1389. to helping the Clintons 
finance their Investment in Whitewater, a 
North Arkansas land-development ven- 
ture. and to helping raise money for Mr. 
CUnton s gubernatorial campaign debts. 
Mr. Clinton has denied any impropriety, a 
special counsel is currently investigating 
these claims. 

After Madison (aUed. the FDIC. wtuch 
was managing the liquidation of the 
thrift's assets, hired the Rose Law Firm in 
Little Rock to complete litigation against 
Frost * Co.. Madison's former accounting 
firm. Calms have been made that the 
Rose firm was guilty of a conflict of 
interest because it had represented Madi- 
son several years earlier before the Ar- 
kansas Securities Commissioner and be- 
cause the father-in-law of Webster Hub- 
beU. the partner in charge of the Frost 
case, was tnvovted In litigation against 
Madison. Mr. Hubbell. a former Mayor of 
Little Rock and a dose friend of the 
Clintons, is currently the third-ramung 
official in the Justice Department. 

In an eight-page report, the FDIC’s 
legal division “found no basis to conclude 
that under the then applicable rules either 
situation involved a conflict of interest. 

As a result, the staff said that “we recom- 
mend no sanctions against the firm." Alan 
Whttney. the FDICs spokesman, said that 
FDIC acting Chairman Andrew Hove has 
r e v i ewed the report and agreed with its 


If the agency had found conflicts of 
interest, it could have baned the Rose firm 
from further FDIC work. Mr. Whitney said 
the firm Isn't currently doing any work tor 
the FDIC. 

The finding is good news for Mrs. 
Cli nt o n . Mr. Hubbell and other Rose 
•i*m»i»ii m me administration. The conclu- 
sion could have a bearing on investigations 
into the circumstances that led to the 
suicide of Vincent Foster, s Rose partner 
who became deputy White House counsel 
and handled Whitewater issues before his 
death last July. Mr. Foster wrote to the 
FDIC the day Madison failed, soliciting 
SAL work. However, the agency said his 
letter wasn't a factor in the FDIC's deci- 
sion to hire the firm. The Rose firm 
negotiated a st million settlement with the 
acoounung firm for the government, and 
took a S 400.000 fee. according to reports. 

The FDIC rinding may also ease pres- 
sure on the agency, which has been trying 
hard to stay out of the charges swirling In 

Congress and the press about M adiso n a n d 

Whitewater. Rlckl Tlgert, President Clin- 
ton's nominee to chair the FDIC. has said 
she will remove herself from any matter 
that comes before the agency about the 
Clintons involvement with Madison or 
Whitewater. Ms. Tlgert. a Washington 
banking lawyer, is a Clinton acquaint- 


Any further investigation will be con- 
: ducted by Robert Flske. the special counsel 
i who Is looking into charges that have 
! arisen about Madison. Whitewater end 
: Mr. Foster's suicide. 

| Yesterday, as expected, the Justice 
Department issued a new i n dict ment 
against David Hale, a former county judge 
and Little Rock businessman who has been 
charged with conspiracy to defraud the 
Small Business Administration. Mr. Hale 
has asserted that Mr. Clinton and James 
McDougaL Madison's former owner and a 
CUnton partner in Whitewater, askad him 
to arrange a S300.000 loan ha c ked by the 
SBA to dean up problems at Madison. Such 
a loan was made to a company owned by 
Sunn McDougaL Mr. McDougal’a wife at 
the time. Mr. Clinton has denied any role 
in the loan. 

But Mr. Clinton told reporters yester- 
day that be has been meeting recutarty 
with his personal attorney on Whitewater 
Issues. Their latest meeting was Wednes- 
day, he said. *'He basically just gives us a 
regular update, oh. every few week*." Mr. 

mirtnn said. 

On the Imus show, the president contin- 
ued to maintain that be and bis wife lost 
about S69.000 on the Whitewater invest- 
ment “We lost it over a long period of 
time. Most of it- the loss was when we paid 
the bank loans back with interest and we 
never got any money on the interest'* he 


But the report probably won't end Re- 
publican claims about a possible conflict of 
interest by the Rose firm. For one d ung, 
many of the findings in the report are 
oased in part on Mr. Hubbeil's recollec- 
tions. Secondly, it’s not dear how forth- 
right tne firm was in disclosing poienuai 
conflicts to the FDIC. Thirdly, the FDIC 
staff said that while the Rose firm didn't 
violate conflict-of-interest standards in 
1981. today's rules would require dearer 
disclosure of potential conflicts to the 


James Leach of Iowa, one of the 
Sucans who has pushed aggressively 
i full investigation of aU the circum- 
ces surrounding the failure of Midi - 
has said that "there » a potential dvU 
lity of the Rose Law Firm. He 

Am** Km roarhmri for comment VWtlf" 


“Tm amazed by all the twists and turns 
of interpretation it's been given, but 
there s- that's about what happened." Mr. 
CUnton said. “Apparently that’s part of 
being president in the latter half o f the aoth 
century in a highly competitive environ- 
meilL" 


•lay. 

The White House had no comment on 
the FDIC staff report. 
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FDIC Rules Out Rose Firm Sanctions 
Over Potential Madison Case Conflict 


By Susan Schmidt 


The Federal Deposit Insurance 
Carp, tuned a report yesterday say- 
ing & would not seek legal sanctions 
aganst the Rose law firm of Little 
Rock. Ark., for apparently failing to 
fufly di scl os e two areas of potential 
c on fl i ct when it was hired in 1989 to 
pu rs ue a case involving the defunct 
Madison Guaranty Savings & Loan. 

FDIC lawyers said that former 
Rote partner Webster L Hubbell. 
now associate attorney general, 
should have disclosed to them when 
he was hired that his father-in-law. 
Seth Ward, was embroiled in litiga- 
te with the govenunem over loans 
sod real estate commissions he 
rtihnrrt he e ar ne d ss a Madison ex- 

Bat the FDIC said it had no spe- 
cific r eq ui re men ts at the time that 
Hu bbe fl discl os e potential conflicts. 
The agency was so swamped with 
and loans that it 


the Rose firm, the report said. 
“Baaed on our re view, we have 


The FDIC also said its attorneys 
have no r ecollect io n oi Rose lawyers 
mr noonin g that firm lawyers, includ- 


ing Hillary Rodham Clinton, repre- 
sented Madison before state regula- 
tors m 1985. But after examming the 
Rote firm’s prior work for Madison, 
the FDIC has deter min ed that it 
would not have been a bar to hiring 
the firm. 

Potential conflicts by the Rote 
firm, whoee leading lawyers during 
the 1980s included HubbelL Hillary 
Clinton and former deputy White 
House counsel Vincent Foster, have 
been the subject of news reports in 
The firm was served 


week by special counsel Robert B. 
Fiake Jr., who is conducting a broad 
probe of Madison and the Whitewater 
real estate c orpor ate . The Qintona 
owned the Ozarks land venture with 


In re newi n g its deci sio n to 
the Rose fum. the agency said its 
staff lawyer was unaware of a 1989 
letter from Foster soliciting FDIC 
work. The letter included a state- 
ment that the Rose firm “does not 


it gooe to triaL The FDIC sought $10 
mi llion m damages and $10 million in 
punitive damages. Rose settled the 
case with Frost for $1 million, biffing 
the government $400,000 in legal 
feet end e x pe nses . 

The FDIC report noted that some 
staffers objected to the retention of I 
the Rose firm because Hubbell could i 
have access to information that could i 
benefit Ward, but said "there is no in- i 
d ic ation any such informat ion was 
tr ans fer re d .* The re port said the I 
Rom lawyers working oo the Fratt I 

CM WTO IMmmm KfjQMQ UaOfi OVR I 

internal "firewall* to prevent mfor- 
mate on Ward from bang pemad on 
to Hubbell 

Internal FDIC memos show that at 
learn four agency employees in Littte 
Rock leaned that Hobhdl waa 
Ward’s son-in-law several m o nt h s af- 
ter be was hired and voiced 
about it. FDIC 
under the Freedom of Information 
Act show that two of them wrote 



"There appears to be a co n fl ic t in 
representation and a question of toy- 
c ution m state or federal regulatory site." wrote FDIC staff attorney 
POM Jedddoh to FDIC superang 
waa the lead attorney on attorney April Breslav in Washington 

the FDICs case agamst Madison s on June 8. 1989. 
accountants. Frost A Co., and Ward’s rin L, ni ^) «n k 

loan records from Madison were C#r *' ~ 3 

slated to be an exhibit in the case had 







2838 


The Washington Post 
February 18. 1994 


Bresiaw dismissed those objec- 
tions. and had Hubbeli write a two- 
parasnpn letter to FDIC officials at 
Madison stating he had “not repre- 
sented Mr. Seth Ward in connection 
with anv issue or matter relating to 
his disputes with Madison Guaranty. 

Ken K. Schneck. an FDIC official 
assigned to evaluate Madison loans, 
wrote to his boss on Aug. 10. 1989. 
stating m part: “In the process of our 
suit against Frost & Co., we will most 
certainly examine practices and pro- 
cedures Madison Guaranty used in 
day-to-day operations. We are mak- 
ing this information available, m de- 
tail. to Mr. HubbelL To believe that 
none of this information will make it 
back to his family is naive.' 

The FDIC report, which men- 
tioned Schneck's memo in a footnote, 
sod “no futher action appears to have 
resulted." 

The Rote firm cited the 1984 
Frost audit when it asked state reg- 
ulators to allow Madison to raise 


Ex-Judge Faces 
Another Charge 
In Arkansas 

Heeler 

Whitewater special counsel Robert 
B. Fiske Jr. yesterday added a new 
charge to an indic tme nt against for- 
mer Little Rock. Ark., municipal 
judge David Hale, who is s c heduled 
to go on trial next month on charges 
of defrauding the Small Business Ad- 
ministration. Hale, an Arkansas bua- 
nessnun. operated Capital Manage- 
ment Inc., a venture capital and small 
business investment firm. 

Fiske saxl the new indictment also 
char ges local attorney Eugene Fit* 
Hugh and broker Charles Matthews 
wite paruapating in the alleged con- 
stancy to defraud the SBA. 


There is no indieation that the 
firm retained the auditor, assisted m 
any way in the audit or took anv po- 
sition as to the quality of the audit." 
said the FDIC report. 


Cost of Probe Bothers President 


Bv Ruth Marcus 

President Clinton said yesterday 
that the decision to appoint a spe- 
cial counsel to investigate the 
Whitewater real estate venture will 
“coat the taxpayers millions of dol- 
lars" before eventually clearing him 
of any wrongdoing. 

"This decision which many called 
for n going to cost the taxpayers 
nuttons of dollars, because what 
they did was to shut down the in- 
vestigation that was ongoing of the 
S&L issues down there fin Arkan- 
aasf. which I have nothing to do 
with," Clinton told reporters. “So it 
may take a good while because they 
have to go over all that ground/ 

Although Clinton complained of 
the cost to taxpayers. Attorney 
General Janet Reno appointed spe- 
cial co uns el Robert B. Fiske Jr. only 
after the White House requested 
that step. Clinton moved to quell 


complaints by congressional Dem- 
ocrats and Republicans that an out- 
side investigator was needed. 

“The reason 1 thought it was a 
good idea to do the special counsel 
was so 1 wouldn't have to fool with 
it anymore, and I’m not spending 
any tune on it." Clinton said. 

Clinton said the investment, on 
which be and Hillary Rodham Clinton 
say they lost $69,000. was "a simple, 
straightforward thing, and it 11 be 
shown to be.” He said the loss oc- 
curred because of a downturn m the 
real estate market, adding. “I'm 
amased by all the twists and turns of 
interpretation that's been given. But 
that's about what happened." 

Clinton s comments, tn a radio in- 
terview and later to reporters, were 
among his most extensive on White- 
water since the special counsel was 
named. He said he spoke Wednesday 
with his lawyer. David Kendall, and 
receiv es a "regular update" from 
Kendall every few we eks . 
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Mrs. Clintons Ex-Firm 

i 

Is Cleared of a Conflict: 


By JEFF GERTH j 

I ' wm w i nr inn i iim< 

I 

WASHINGTON. Feb. 17 — Federal i James McDougat. Madison's formeri 
bank regulators todav cleared the Rosei owner. , 

law firm in Lillie Rock. Ark. — Hiilarvi The F O.I.C. report centers on the! 
Rodham Clinton's former lirm — ,,n narrow questions involving tbe rules oil 
inv conflict of interest in connectioni professional conduct for lawyers. i 
with its work involving a failed Arkan-i Those rules, the report says, place pn| 
saa savings and loan institution. niarv responsibility on the lawyer, not 


The Federal Deposit Insurance Cor i 
poration had been investigating the re-i 
lationship between the Rose firm andi 
the failed savings and loan. Madison i 
Guaranty. , 

In 1985 the Rose law firm, including | 
Mrs. Clinton, who was a partner at ihci 
1 1 me. represented Madison before state i 
regulators. Four years later, long alien 
(he Rose firm stopped doing work fori 
Madison, it was asked by Federal regu - 1 
lators to handle a lawsuit pending) 
.igamst Madisons former accountants.) 
And at the time the Rose firm wasi 
working for the Government, the fa i 
ther-ln-law of one of the firm** senior i 
partners. Webster L. Hubbeil. was in -t 
voitdd In litigation with Madison. 

Mr. Hubbeil. now the Associate ai ■ 
loraey General, was one of firm s law. • 
yen involved tn the case against thci 
accounting firm. That case was settled I 
out of court, keeptng from public viewi 
many of the details about Madison s i 
dealings with insiders and political as i 
wastes. 

Separate Inquiries 

Today's report bv the legal division i 
of the F D.I.C. is separate from mn 
larger criminal inquiry by Robert ii . 
Fiske Jr., the special counsel appointed i 
last month bv Attorncv General Janri i 
Reno, who is looking into the affairs <n : 
Madison Guaranty and Whitewater De i 
veiopment Companv. a real estate ven i 
ture that involved ihe Clintons, jnoi 


the client, to identify conflicts of inter - 1 
est. ' j 

The report’s authors decided that I 
while it was unclear if the Rose firm I 
had disclosed its previous represents - 1 
non of Madison, there was no conflict of I 
interest, and disclosure of the earlierl 
work "mav not be required." 

As for Mr Hubbell’s father-in-law. 
Seth Ward, the report said the relation- 
ship between the two men may noti 
have been disclosed before the lawi 
firm was retained in 1989. but "it wasi 
clearly discussed within three months! 
after retention." and an assessment 
■hat there was no conflict was correct- 1 
lv made at that time. | 

Ihe determination m 1989 that there, 
was no conflict was based on an under- 
standing that Mr Hubbeil "had not 
represented Mr. Ward tn the past and 
he would not do so m the future." 
according to today’s report. In addi- 
non. Mr. Hubbeil said at the ume "he 
had not and would not ui the future 
represent Mr. Ward in the dispute with 
the L. ' 

Oilier Represemariea 

Mr Hubbeil has been involved, how- 
ever m representing a parking meter 
manufacturer. P.O.M.. owned until re- 
cently bv Mr. ward, according to pub- 
lic records. Ii is not known whether 
regulators were aware of Mr. Hub- 
bell n work on behalf of P.O.M. 


A memorandum reflecting the con-i 
cents of a lower level F D.I.C. official i 
i about the relationship between the twoi 

• men in 1989 was iorwarded to higher* 
1 levels, but "no further action appears 

• to have resulted from these subseaueni - 
■ memoranda. ' tcaav's F.D.I.C. report * 
! said. 

Today's report found no basis to rec- 
I ommend sanctions against the Rose 
I firm. The pnnetoal finding was that the 
i firm's previous work was not "ad- 
verse" to its later work for the Govern- 
ment. an important entenon for deter- 
mining whether a conflict exists under 
the Arkansas rules of conduct for law- 
yers. 

The report did note that the “docu- 
mentation regarding the retention of 
the firm is more limited than would be 
■deallv hoped for." 

The lack of documentation apparent- 
ly made it difficult to reconcile varying 
recollections of what the Government 
knew or did not know. For example. 
Mr. Hubbeil recalled telling a Federal 
staff lawyer about a small amount of 
I previous work for Madison, but not 
about tne work before Arkansas regu- 
lators. 

Genesis of Work Is Unclear 

But the F.D.LC. report quoted Rich- 
ard Donovan, a partner at the Rose 
firm, as recalling that Mr. Hubbeil 
specifically mentioned the state work 
to regulators. According to the report, 
neither tne F.D.I.C staff lawyers nor 
their supervisor recalls the conflict of 
interest issue being raised. 

How the Rose firm ever came to 
work for Madison is itself unclear. Mr. 
McDougai has said that it arose from a 
1984 request from Mr. Clinton, but Mr. 
Clinton denies that account. After re- 
viewing the Rose firm’s records m 
1992. Mr. Hubbeil. in response to a 
question from a reporter, said there 
was no documentation showing who 
brought in the account. 

Regulators effectively ended Mr. 
McDougai’s control of Madison by the 

[ summer of 1986. but the institution was 
not taken over until 1989. The cost of its 
failure to taxpayers is estimated at 
; about S60 million. 


j Clinton Notes Special Inquiry’s Cost 

MVCIIIMlVMnilWlllMRn 


I 


; WASHINGTON* Fri> 17 — Pres- 
! idem Clmiuu ->.nd lodav that the 
J investigation ov a special prosecu- 
tor mho the tailed Whitewater land 
deal would cost taxpayers millions 
of dollars even though "most of it 
has nothing to do with me." 

In a radio interview. Mr. Clinton 
described his own involvement in 
the matter as a simple, straight- 
forward thing." But he said the 
inquiry bv the special counsel. 

Robert tt. Fiske Jr. would prove 
costtv because of its scope, which 
includes the lailure of an Arkansas 
savMins and loan whose owner was 
. the partner m the President and 
i his wife, Hiiiarv. m the real estate 
j venture. 

| Mr. Fiske is examining the 
. failed hank M.idison Guaranty, to 
determine wneiner monev was di- 
I verted from ii to Whitewater, or to 
■ pay off campaign debts oi Arkan- 
| sas politicians, including Mr. Clin- 
| ton. By catling attention to the 
expense of the investigation, the 


President appeared to making a 
new effort to turn public sentiment 
against it. The expense of the Iran- i 
contra investigation was a favorite 
i heme of its Republican critics. | 

Mr. Clinton had resisted Con- i 
gressionai pressure to appoint the j 
special counsel before finally ask- j 
mg Attorney General Janet Reno i 
to do so last month. He told report- 
ers today that he had asked for the | 
inquiry so that "I wouldn't have to i 
fool with u any more." j 

Mr. Fiske. who has said he hopes 
io wrap up the investigation in 
about a vear. announced today 
i hat a Federal grand jury in Little 
Rock. Ai k., had added a new crimi- 
nal charge to those already 
brought u gainst David Hale, a 
longtime Clinton political support- 
er accused of loan fraud. A new 
indictment charges Mr. Hale with t 
making lalse statements to the ] 
Federal Small Business Adminis- < 
i ration. Mr. Fiske said. 
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Rose firm cleared 
for lack of evidence 


3v Jerrv Seoer 

‘MfmjHWtilON T,u*» 


Federal banking regulators, ac- 
knowledging mat a shortage of 
documents made a complete in- 
vestigation impossible, yesterday 
said they nad found no evidence 
that Little Rock s Rose Law Firm 
was guilty of a conflict of interest 
in its 1989 representation of the 
government in a lawsuit against 
Madison Guaranty Savings and 
Loan Association. 

Madison s dealings with White- 
water Development Corp., in 
which President Clinton and the 
first lady held partnerships, is un- 
der a separate tederal investiga- 
tion by a special counsel of the 
Justice Department. 

The conclusion of the Federal 
Deposit Insurance Corp. investi- 
gation acknowledged, in addition 
to the scarcity ot documents, sev- 
eral shortcomings in FDIC proce- 
dures at the time Rose rep- 
resented the government. 

"In 1989. the legal division 


lacked formal procedures regard- 
ing the determination of conflicts 
of interest and. at the same time, 
the division s staff was experienc- 
ing an enormous increase in work- 
load due to the rapidly expanding 
Juties of the FDIC." the eight-page 
report said. 

"As a consequence, m hindsight, 
documentation regarding the re- 
tention of the firm is more limited 
than would be ideally hoped for." it 
said. 

Nonetheless, the FDIC said 
there was “no basis to conclude 
that under the then-applicable 
rules" the Rose firm was involved 
in a conflict of interest. 

The report recommended no 
sanctions against the firm, whose 
partners at the time included Hil- 
lary Rodham Clinton: Webster L. 
HubbeU. now the No. 3 official at 
the Justice Department: William 
H. Kennedy III. now White House 
associate counsel: and Vincent W. 
Foster Jr., the deputy White House 

see FDIC, page 


100% 


WATERGATE 
AND WHITEWATER 

Prawoem Clinton s approval rating has not sl ipped s jgm ft ca ntty 
since the Whrtewater-Madeon affair became front-page newe. 
Prescient Nixon s approval raong cad not skp until 10 months 
after the Watergate break nn and cover-up. 
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FDIC 

From paqe S 

counsel who killed himself last 

summer. 

"Rose Law Firm is pleased with 
the FDIC's report comirming the 
firms previous statements that no 
conflict of interest existed." Rose 
managing partner Ronald M. 
Clark told the Associated Press. 

"The firm believed that at all 
times it fulfilled its ethical and 
professional dunes in its represen- 
tation of the FDIC and is pleased 
that the agency has agreed.” 

Federal conflict-of-interest reg- 
ulations bar law firms from rep- 
resenting the government in law- 
suits against people or firms they 
have represented. The regula- 
tions. however, were not formally 
approved until 1990. a year after 
the Rose firm handled the FDIC 
suit. 

Questions about the Rose firm's 
representation m the 1989 lawsuit 
mn raised last year when federal 
r eg ul ators learned the firm had 
switched sides, having repre- 
seated Madison four years earlier 

The 1989 suit involved an audit 
commissioned by Madison in 1983 
and used by the Rose firm in an 
effort to keep (he S&L from being 
shut down as insolvent by Arkan- 
sas banking regulators. The FDIC 
suit challenged the Madison audit 
— by the Little Ruck accounting 
firm Frost & Co. — as the govern- 
ment sought to recoup some of the 
S90 million it lost when it shut 
down Madison. 

The federal government 
charged in the 1989 suit that Frost 
had been negligent, reckless and 
breached its contract by failing to 
fairly represent the S&L‘s finan- 
cial condition ‘ in its audit 

Mrs. Clinton, then a partner at 
the Rose nrm. represented Madi- 
son in 1983 witn Rose partner 
Richard Massey. They argued to 
state bank regulators, appointed 
by Mrs. Clintons husband, the 
governor, that based on the Frost 
audit. Madison should remain 

open. 

Me Hubbetl. who was then man- 
aging partner at the Rose firm, 
and another Rose partner. Richard 
Donovan, represented the govern- 
ment four years later when it sued 
Madison, rhey argued that the 
Frost audit, which Rose had de- 
fended four years earlier, was not 
credible. 

The f DIC work had been sought 
for the Rose firm by Mr. Foster; 
who said ms February 1989 letter 
to the agency that the firm did not 
represent any S&Ls. 

Mr. Fosters bodv was found 
July 20 in Fort Marcy Park, off the 
George Washington Parkway in 
Langley, i he I S. Park Police, 
which investigated, said he killed 
ntmseif. 


The FDIC report released yes- 
terday made these points: 

• In contracting tne Rose firm 
for the 1989 suit, stari officials had 

no specific recollection 1 of ask- 
ing whether the firm nad any po- 
tential conflicts of interest, nor 
any recollection of what response 
the firm might have made if the 
question had been asxed. 

• Mr. Donovan told investigators 
Me Hubbeil advised the FDIC that 
the Rose firm had represented 
Madison before the Arkansas Se- 
curities Department. 

Mr Hubbeil said he remem- 
bered only “very generally" tell- 
ing the FDIC that the Rose firm 
had done “a small amount" of 
Madison work, but he had not been 
aware of his firms involvement 
with the S&L before the Securities 
Department 

• The FDIC staff lawyer in- 
volved in the 1989 suit said he had 
“no recollection” of the M adiso n 
representation being raised. If it 
had been, he said, he would have 
advised his supervisor 

The supervisor did not recall 
thia issue being discussed 

• Mr Hubbeil told investigators ■ 
he thought he told the FDIC that • 
his father-in-law, Seth Ward, was i 
involved in litigation with Madison i 
at the time of the 1989 suit, “but be 
cannot be certain." 

FDIC officials involved in the 
suit did not recall that the matter 
had been discussed. 

• FDIC officials involved in the 
suit said that Mr. Donovan was the 
“primary sttomey" in the case and 
that Mr Hubbeil was involved 
“only in an indirect way*’ 

Baaed on fee bills, however. Mr. 
Hubbeil “performed s significant 
amount of work.” 

• Before the 1989 suit, law firms 
were required to answer questions 
regarding past and current cli- 
ent!. 

“Unfortunately, in early 1989. 
due to the tremendous increase in 
workload as a result of the FDICs 
added . . . responsibilities, such in- 
quiries were not always doc- 
umented.” the report said. “In this 
instance, there are no documents 
showing what inquiries were made 
of the firm." 

The FDIC investigation said 
that although it was “unclear" 
whether the Rose firm disclosed 
that it had represented Madison in 
198S. the question remained 
whether s conflict of interest ex- 
isted and should have been dis- • 
closed. 

“There is no indication in the i 
records, or based on our review, i 
that the firm did anything more i 
with respect to the audit . . . than : 
take it at face value in its represen- i 
ration in 1983.” the r eport said. “As I 
a consequence, the firm’s repre- * 
mentation in 1985 was not directiv : 
adverse to us representation ... in i 
1989.“ 
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Fali.t±csr 

By Wesley Pniden_ 


When a Rose smells 
not quite so sweet 


If you think Willie's the slick one. you ought to 
check out those scamps at the Rose Law Firm in 
Little Rock. 

lake S2 hookers, lawyers nearly always give oth- 
ers ui their profession the benetit of doubts about 
ethics, and sure enough, federal regulators con- 
cluded yesterday that they had found no evidence 
that Webb Hubbell. who was the managing partner 
of the Rose firm before he became Janet Reno s 
managing partner at the Justice Department, mis- 
led regulators when he went chasing after their 
business down home. 

The Rose firm represented Madison Guaranty 
Savings and Loan when Arkansas regulators were 
trying to shut it down, then switched sides four 
years later wnen U.S. regulators were looking for 
lawyers to sue the S&L to get back some of the $50 
million that had vanished. 

This sounds sleazy and outrageous to everybody 
but lawyers, like a quarterback u>r even an ut Tensive 
lineman) going over to the other side with all his 
team s plays in the middle ot the game. But if you ve 
been to law school it doesn t seem so awful. If 
you've worked in the web that Mr Clinton weaved in 
Arkansas, well, it just shows you w hat good ol' boys 
with connections can get away with. 

And it was about time. Mr. Hubbell and the Rose 
Law Firm needed a good hair day. He and the Rose 
have been taking a pounding lateiv. and on the 
grounds of 'ethics.'' Which is too bad. because, de- 
spite rareiv having any that other people would rec- 
ognize. lawvers puff themselves up when they talk 
about ethics, us if it were a field ot study in which 
they were deeply immersed. 

Despite stuttered semideniais. hen Rose got 
caught last week shredding Whitewater documents, 
the firm was dragged front and center into the 
Whitewater investigation. The FBI crawled all over 
the place and soon a ‘notice subpoena arrived, 
with what one Rose employee told the Associated 



Hillary Clinton 


Press was an admonition 
against any snredding or 
destruction of materials. 

The admonition, tne 
work of special counsel 
Robert Fiske. directs the 
Rose Law Firm to pre- 
serve information on com- 
puters as well as on paper 
documents that may per- 
tain to the investigation. 

This is an admonition in 
the spirit of the Rose as- 
sertion. sort of. that it had 
done nothing wrong. 

When The Washington 


Times revealed that the shredding ot Whitewater 


documents had taken place, the managing partner 
insisted that the firm didn't even have any 
Whitewater documents, but if it did it was only sav- 
ing them for the proper authorities. Mr. Fiske's sub- 
poena told Rose that even if they didn’t do it. don't 
do it again. 

Me Hubbell and his partners past and present at 
Rose may yet get to play the games they played in 
Arkansas, when the husband of senior partner Hil- 
lary Rodham Clinton appointed all the state boards 
and regulatory agencies their clients had to deal 
with. Mr. Hubbell was brought to Washington and 
installed at Justice by the first lady to try to re- 
create the Little Rock atmosphere on the Potomac. 

The Wall Street Journal describes Mr. Hubbell as 
the “regent" at Justice, the man designated to run 
things in the name of the absent sovereign — pre- 
sumably Hillary, but maybe the president. Nat- 
urally, the regent demurs. 

“I don't even know what a regent is.” he tells a 
r epo r ter, adopting the we're-just-a-bunch-of- 
Arkansas-hillbillies defense that has become the ad- 
ministration’s fundamental game plan. "I’m not the 
de facto attorney general. There is an attorney gen- 
eral. and she's very good.” 

He concedes that. well. yes. he did sign his inter- 
nal memos with the title “Chief Operating Officer." 
But. pshaw! that was just a mistake made in the 
name of the “reinventing government" campaign. 

( A1 Gore made him do it.) 

But as clever as the scamps at Rose Law Firm 
may be. they're not as slick as the boss. Mr. Clinton, 
ever the Scrooge with other people s money, yester- 
day decned the “millions of dollars " he says the 
Whitewater investigation will cost, and "most of it 
has nothing to do with me." You could almost see 
him biting tus lower lip and and weeping that now 
lus wife’s law firm is getting the business. 
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U.S. Regulators 
Clear Hubbell 
in S&L Probe 

■ Investigation: FDIC ends 
conflict-of-interest inquiry, says 
ic will not seek sanctions against 
associate attorney general or his 
former law firm. 


By JAMES RISEN 
and JOHN M.BRODER 
rum staff wairtis 

L ITTLE ROCK. Ark.— Federal regu- 
lators concluded Thursday that Associ- 
ate Ally. Gen. Webstar Hubbell did not 
mislead them about the potential for con- 
flicts of interest when, ai a lawyer in 
private practice, he sought legal work for 
his firm m the government case against the 
failed Arkansas thrift that u central to the 
Whitewater land deal controversy. 

The Federal Deposit Insurance Corp. said 
it will not seek sanctions against Hubbell or 
the Rose Law- Firm, in which he and First 
Lady Hillary Rodham Clinton were part, 
nere. Questions about potential conflicts 
aroee because the firm had previously 
represented the thrift. Madison Guaranty 
Savings 4 Loan. 

FDIC spokesman Alan Whitney said the 
decision ends the agency's investigation of 
the Arm— although it remains one of the 
subjects of a separate probe by special 
counsel Robert & Fiske Jr. 

Fiske was appomied by Ally. Gen. Janet 
Reno to determine whether the President 
and Hillary Clinton were guilty of any 
wrongdoing in connection with the Whi- 
lewater Development Corp. The Clintons 
were partners in the firm with James B. 
McDougai. owner of the failed thrift, and 
his then -wife. Susan. 

The release of the FDIC finding Thurs- 
day was one of several new developments 
in the tangled case. 

The Rose Law Firm was noufied by 
Flake's office that he intended to subpoena 
documents related to Madison Guaranty 
and Whitewater. The notice was accompa- 
nied by a standard admonition against 
destroying potentially relevant material, 
including legal files, work papers and 
computer records. 

T he notice followed a report in the 
Washington Times last week that Rose 
employees had shredded Whitewater 
documents— an allegation firm official* 
havedemeo. 

There nas been no destruction of any 
documents relating to the Whitewater 
inquiry. ' said Ronald M. Clark, the firm's 
managing partner and chief operating of fi • 
cer. 

Lawyers at the firm said Thursday they 
were gathering documents in anticipation 
of a formal subpoena from Flake, adding 
that they intended to M cooperate fully” 
with the investigation. 


Fiske also announced that a new charge 
was filed against David Hale, another key 
player in the Whitewater affair. Hale la a 
former Arkansas municipal judge and own- 
er of a failed investment company. 

The new charge accuses Hale— who has 
already been indicted on charges of loon 
fraud and conspuacy— of making falsa 
statements to the Small Bus ine ss Adminii- 
trauon. 

Hale is charged with diverting hundreds 
of thousands of dollars from S BA-backed 
to Siif tn McDougai. Much of the 
money from the SBA loans reportedly 
ended up in Whitewater's bank accounts. 
Hale and two others were originally indict- 
ed last September. Their trial is sc hedu l ed 
to begin March 23. 

The FDIC began its probe of poamble 
conflicts of interest at the Roes Law Firm 
late last year. Federal regulators bad hired 
the firm m 1989 to sue Madison Guaranty's 
former accountants. Frost 4 Co., for negli- 
gence in auditing the S4L's boob while 
urfvuwii was running the thrift. UIU- 

irwSyfRom received I400DOO in legal fees 
from the FDIC and sealed the ca se aga inst 
Frost 4 Co. for $1 million. The FDIC had 
originally sought f8 reillioo in damages. 

But while Madison Guaranty was still in 
business under McDougai in 1988. Roee 
attorneys, including Hillary Clinton, repre- 
sented the thrift when it sought staid 
regulatory approval for a plan to sett stock 
and raise money to keep the S4L afloat 


Tut 


to raise capital received tenta- 
tive approval from a state regulator 


appointed by then-Gov. Bill Clinton, but 
was never acted on because of the thrift's 


worsening condition. 

Mrs. Clinton and another Rose attorney 
relied on an audit report on the S4L by 
Frost to mike its case in favor of the stock 


The FDIC said it is unclear whether Rose 
ever disclosed its earlier involvement with 
Madison when it sought legal work from 
the agency in 1989. But the agency said 
that in any case, it did not believe a conflict 

' In a statement. Clark said that he was 
'pleased with the FDICs report." Hubbell. 
through a spokesman, declined comment. 

Meanwhile, in a radio interview. Clinton 
said the Whitewater inv est i gati o n would 
likely cost taxpayers millions of doUan and 
that "most of it has nothing to do wnh me. 

The President contended that the Whi- 
tewater affair would turn out to be a 
"sunple. straightforward" bumness deal 
that went sour and cost him and his wife 
thousands of dollars. 
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Regulators Considering 
Tax-Deferred Insured 
Bank Deposit Account 


By BARBARA A. REHM 

WASHINGTON — Federal 
regulators are considering 
whether to allow a bank to offer 
a tax -deferred, federally insured 
deposit account. 

If approved, the product 
could revolutionize the bust* 
ness, providing banks with a 
new long-term source of core de- 
posits. The account combines 
the safety of an insured certifi- 
cate oi deposit with the tax bene- 
fits of an annuity. 

But the road from idea to im- 
plementauoo is long. Regulators 
have concerns about the account 
and the insurance industry's 
lawyers are primed to sue. 

At the center of this story is 
Blackfeet National Bank. 
Browning. Mont., with just Si 2 
million in assets. Behind Black- 
feet, however, is one of the in- 
dustry's craftiest lawyers: Den- 
nis M. G ingold, the man who 
discovered the loophole that 
gave birth to the nonbank bank 
in the 1980s. Mr. Gingold’s part- 
ner is Richard E. Fasoid. a bank- 
ing and insurance consultant. 

'UiasuaT Privileges 

Blackfeet's “Retirement CD“ 
allows a customer to collect tax- 
deferred interest income on a 
deposit until retirement when he 
may withdraw up to two-thirds 
of the balance. Blackfeet will 
then make monthly payments to 
(he depositor for the rest of his 
life. 

“It's a CD on the books of the 
bank with some unusual with- 
drawal privileges.'' Mr. Fasoid 
said. “It converts from the bal- 
ance concept to an obligation of 
a bank to make monthly 
payments." 

The account was first reported 
by The New York Times. 

Mr. Fasoid said Thursday that 


he is confident that the product . 
is legal and will be insured by the i 
federal government. But reguia- 1 
(on aren't so sure. j 

Serious Reservations 
The Federal Deposit Insur - 1 
ance Corp. and Comptroller of I 
the Currency are doing a joint i 
review of the product, which 
could be completed as early as 
next week, officials said. 

The FDIC is analyzing wheth- 
er the account is insured or not. i 
In 1988. the FDIC issued an ad- 1 
visory opinion on a different, j 


The product could 


be revolutionary - a 

new source of long- 
term core deposits. 


but similar tax-deferred invest- 1 
mem account There were too i 
many unanswered questions i 
about the account for the FDIC I 
to issue a conclusive opinion, i 
But the letter makes clear that l 
the FDIC had serious reser- ' 
vations. 

For a deposit to be insured it • 
must be held by a bank “in the ' 
usual course of the banking busi- 
ness." according to the letter. * 
That wording gives the FDIC 
broad discretion to withhold in- • 
surancc. 

The Comptroller’s office is fo- • 
c using on whether the product i 
poses any safety and soundness i 
concerns. A bank could end up i 
losing money on the account ifa i 
customer lives so long that he i 
collects mote money than he i 
paid in. one regulator noted. 

The OCC also is concerned 
about protecting consumers, 
asking Blackfeet this week to 
provide a sample disclosure 
statement it plans to give its cus- 
tomers. The Comptroller’s of- 
fice is still evaiuaung the disclo- 
sure information. 


Lawsuit Looms 
Mr. Fasoid said Blackfeet has 
no unusual plans for the depos- 
its generated by the new ac- 
count. The minimum deposit is 
$5,000 and Blackfeet will pay 4% 
on a five-year account. 

“Deposits issued by hanks are 
insured and we are certain that 
this is a deposit.’* Mr. Fasoid 
said. “I would be shocked to 
hear that they (the FDIQ had a 
probl em with it.” 

But even if the regulators Mess 
the product. Blackfeet will sure- 
ly face an expensive lawsuit 
from the insurance industry, 
which considers the product a 
competitive threat to annuities. 

The American Council of Life 
Insurance, an industry trade 
group, said this week that it is 
“prepared to explore all legal 
remedies" to stop the bank from 
offering the account □ 
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meniea. "raises a host o! questions.” said one congres- 
sional staff member. House committee probes into debt 
collection agency practices in the past several years have 
suggested that many of these collectors engage m abu- 
sive and sometimes illegal techniques to collect commer- 
cial debts. 

However, the IRS also has come under criticism for 
the growing gap between the amount taxpayers owe and 
the amount they actually pay. 

FCC wiU revisit price rules IRS and administration officials have been devoting con- 



REED HUNDT 


ing perhaps 100.000 taxpayers. 

The bill collectors would contract with a collect 
firm to try to locate delinquent taxpayers that the age 
cannot find and to telephone them to ask for paymi 
The collectors also would contact taxpayers whose 
dresses are known but who haven't paid what they ov 
The collectors would explain to the taxpayer what 
or she owes and by out options available for paying it 
IRS spokesman said. 

SeelRS.C3.CoL3 


:gaps 


ie surplus 
been said. 

$ 21.6 



1983 


$54.0 



1991 


through No*. 1993 



encouraged 


tmentsto 
open Japan s 

V 



”1 believe the U.S. 
government and our 


have sent a strang 
message about the 
importance o t lair 
access to markets." 



CUKTON 

"Now at least we 
agree on what 

the outcome of 
those negotiations 
needs to be: tangible, 
measurable progress.” 


nese Trade Talks 


FDIC Choice Pledges 
Whitewater Recusal 

GOP Senators Question Tigert’s Clinton Ties 


By Jerry Knight 


President Clinton’s nominee to 
head the Federal Deposit Insurance 
Corp. has promised to keep away 
from the agency’s investigation of 
Madison Guaranty Savings & Loan, 
the failed Arkansas thrift that fi- 
nanced Whitewater Development 
Corp. 

Washington attorney Ricki R. Tig- 
ert issued the pledge Monday after 
Senate Republicans threatened to 
hold up her nomination because of 
what they contend are conflicts of in- 
terest stemming from her friendship 
with the president and Hilbry Rod- 
ham Clinton. 

In a letter released yesterday by 
Sen. Alfonse M. D’ Amato (N.Y.). the 
Senate Banking Committee’s rank- 
ing Republican. Tigert denied any 
conflicts exist but said she would 
avoid the Madison i nv est i gation be- 
cause “I am extremely sensitive 
about even the appearance of any 
conflict of interest.* 

D' Amato said Tigert’s decision to 


recuse herself from the Madu 
matter was "helpful to disposing 
questions raised about her indep 
denee at a time when the FDIC 
conducting investigations into m 
ters involving President and M 
Clinton.” 

The FDIC took over Madison a 
cost to the taxpayers of $48 mill 
after it failed in 1989. The FD 
the Resolution Trust Corp. and t 
Justice Department are mvestig 
ing possible viobtions of banking 1 
and regubtions at Madison, inch 
ing the thrift’s loans to finao 
Whitewater, a residential real est' 
development in which the Clinic 
were partners along with Madis 
President James MacDougal and i 
wife. Susan. 

Tigert said neither her appaii 
ment by Clinton to head the ager 
nor her acquaintance with the Cl 
tons would prevent her from cc 
ducting an independent inquiry. S 
said both the Office of Goverame 
Ethics and the ethics officers of t 
Sss TIGERT, C7.CoL 4 


is When Clinton Meets Hosokawa 


sokawa is head- 
m the last-min- 
kes that have 
etween the two 

time are firm 
ink its massive 
ed $131 billion 
rated States. In 
/ants Japanese 
ars. car parts, 
equipment and 


have signed 29 
>st of products 
-mmunxations. 
-iters, legal ser- 
s. according to 


menu have succeeded, notably a pact that set 
specific targeu for increased sales of foreign 
semiconductors in Japan. (One senior Japanese 
official last week called the semiconductor deal 
an ^abomination.”) 

Kantor added. "I think there is a general con- 
sensus {within the administration! that the 
agreements are not as effective as they were 
designed to be because they were process 
agreements and do not address results." 

The administration’s insistence on results is 
another way of saying that it does not trust Ja- 
pan to fulfill less specific deals. U.S. officials say. 

"The United States does not have confidence 
that Japan will deliver on trade agreements un- 
less there are precise criteria to measure prog- 
ress." Commerce Undersecretary Jeffrey E. 
Garten said in a speech Friday. 


ABC Reverses Ruling; Haft 
Must Buy From Area Dealer 


Kan Swisher 

WaWmmm Ho* HUf Wnwr 


In a surprise reversal, the Virginia 
Alcohol Beverage Control board 
ruled against retail magnate Herbert 
H. Haft and for the region’s brgest 
wine wholesaler in a bitter dispute 
over Haft's allegations of price-fixing 
in the wine industry. 

The deason. which came after an 
appeal by Forman Distributing Com- 

KHWMiVtromnlm. »k_ #~ll »DP 


chain in Northern Virginia. 

As a result of the ABC decisio 
Haft is now unable to purcha: 
wines from a less-expensive whol 
safer outside the Washington are 
Haft said he will appeal the deasioi 

The Virginia ABC board (has] r 
buked Herbert Haft’s attempts i 
mislead Virginia’s consumers ar 
circumvent wine franchise laws 
said Barry Forman, chairman ar. 
chief executive of Forman, in a pri 
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Council, said there is 
support for a “results 
Clinton fails to achieve 
an said, he expects the 
will immediately fire a 
: shot" at Japan involv- 
ons against Japanese 

failure of the talks 
‘reevaluation" of the 
aach, but he would not 
future actions, 
d. the administration 
ff congressional^ led 
Japan if the talks fail, 
apnty Leader Richard 
Mo.) and Sen. John D. 
rrlV (D-W.Va.) to de- 
of a bill that would, in 
the trade targets that 
have been struggling 


ekxko Togo 
u report 


Republicans Attack FDIC Nominee 


T1CERT, Froa Cl 

FDIC assured her that “no actual conflict of interest 
is involved, given the casual nature of my friendship 
with the Clintons." 

At Tigert s confirmation hearing last week. Sen. 
Lauch Fair cloth (R-N.C.) portrayed her as a longtime 
intimate of the Clintons, but Democratic sources said 
she had met them fewer than a dozen times over a 
period of several years. 

Fairdoth repeatedly pressed Tigert to explain how 
she could oversee an investigation of people she had 
known personally. 

Yesterday, Fairdoth aides said the senator was not 
satisfied with hpr response. “It’s not the most airtight 
recusal.” a Fairdoth spokesman said, predicting Re- 
publicans would continue to use Tigert's nomination 
to raise questions about Madison and Whitewater. 


D’ Amato warned yesterday that the government is 
running out of time to take action against Madison of- 
ficials to recover damages for the S&L’s failure. 

Dragging a huge “Whitewater Countdown" calen- 
dar onto the Senate floor. D’ Amato said the statute 
of limitations for suing Madison officials expires Feb. 
28. 

The government could keep the case open by ask- 
ing Madison officials to sign voluntary agreements 
extending the deadline, D' Amato said, but he com- 
plained that RTC officials have refused to disclose 
whether they have taken that action. 

The RTC referred the investigation of Madisop to 
the Justice Department in October 1992, because of 
possible criminal violations, and usually in such cases 
the government files civil lawsuits to try to get some 
of its money back. D’Amato pointed out. 
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American Banker 


D£/ Lawyer Seen 
Bjp i Choice for. BTC 

WASHINGTON'—- A 
leading candidate f*— ipptr* 
cast? emoiDdfcr chief cxecu- 
thr officer of the Rexdutkm 

^reidiaiiuitrtiiqa mty 
lonmio wnDmgson iitw 
tiwrence Sltaioai or’tKt 
RTCf thief fttaacul officer* 
DtaoaH. 



at 

& Morphy, is the 
candidate He could 
not be reached for comment. 

Ms. Cunninghame said she 
does not consider herself i 
oadidgte for the position. 


The Washington Times 
January 15, 1994 

FDIC probers to rule soon 
on role of Hillary’s firm 


•3y Jerrv Seoef 
ina Fnn k J ’.'.i rrav 


Federal banking regulators inves- 
iisatma a possible comlict or inter* 
est tnvolvina first ladv Hillary Rod- 
ham Clinton s former Arkansas law 
firm are expected to rule in the 
probe next week. 

little Rock's Rose Law Firm, with 
*emor partners Mrs. Clinton. Asso- 
ciate Attomcv General Webster L. 
Hubbeil. former White House Depu- 
ty Counsel Vincent W. Foster Jr. and 
White House Associate Counsel Wil- 
liam Kcnncuv ill. was paid a 


S400.000 fee lor suina a savinas and 
loan it previously defended. 

Investigators are trvmg to deter- 
mine if. as required, the Rose firm 
told the Federal Deposit Insurance 
Corp. iFDIC) durttut a 1989 lawsuit 
-igamst Madison Guaranty Savinas 
and Loan Association that the firm 
had previously represented theS&L. 

The FDIC is looking into accusa- 
tions that Rose firm lawyers made 
false statements, which could be a 
cramnai offense, and has focused on 
■ purported ethical breach by the 
Rose f irm, which could result in us 


.tf'tiOl idrd CH 'iCC 


is*ii 
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oanneo tram tuture govern- 
ment work. Law firms representing 
the FDIC are required to establish 
potential conthcts ot interest before 
agreeing to represent the govern- 
ment. 

"We are suli hoping we can wrap 
this up by some time next week." 
said FDIC spokesman David Barr. 

Meanwhile, the White House yes- 
terday declared its mission accom- 
plished when it delivered to the Jus- 
tice Department the last of the 
subpoenaed files for Whitewater De- 
velopment Corp.. including those 
taken from Mr. Fosters office after 
he committed suicide July 20. 

"David E. Kendall. President and 
Mrs. Clintons personal attorney, 
turned over five additional boxes of 
documents to the Department of 
Justice this afternoon, completing 
the document production agreed to 
on December 23. 1993." senior White 

House adviser Bnice Lindsey said. 

Me Lindsey said the enormous 
quantity of material — now totaling 
at least 10 boxes delivered since last 
weak — was misleading since it in- 
cludes multiple copies of many doc- 
uments. Also included were work pa- 
pers of an audit for the campaign by 
a Darner lawyer in 1992. press in- 
quiries and other materials that are 
not corporate records. 

Me Lindsey saui cu.upany rec- 
ords comprise only about one of the 
10 boxes, with the rest being ex- 
traneous material submitted for full 
co mpl iance 

He could not say how much of the 
material was original Whitewater 
records, such as correspondence, 
deads or check registers, which the 
Clintons have said they did not re- 
ceive from their Whitewater part- 
ners. James fi. and Susan McDougai. 

"They involve those the Clintons 

had. The Clintons suli do not believe 
they have all records." Mr. Li n ds ey 
said in a brief interview lest night 

Madison, owned by Mr. McDou- 

gel, a longtime friend and former 


gubernatorial aide to Mr. Clinton, is 
the focus ot an ongoing Justice De- 
partment investigation into suspi- 
cions of illegal loans and campaign 
fraud. 

A federal grand jury in Little 
Rock is looking at financial transac- 
tions between Madison and White- 
water. Both are Arkansas enter- 
prises. 

Attorney General Janet Reno, 
who first refused to name a special 
counsel to investigate Whitewater 
Madison, u expected to comply with 
White House officials to name en 
outside investigator in the case, per- 
haps as early as this weekend. 

A conclusion to the FDIC inquiry 
and the handing over of the White- 
water documents were two of sev- 
eral developments in the govern- 
ment's probe of Madison. Mr. 
McDou gal and the CUntons. Also 
yesterday: 

• Me Clinton said in Moscow he 
was not surprised the subject kept 
co m i ng up. "No it didn't surprise me. 

I mean, even when i went home to 
Arkansas when my mother died. it 

didn't stop. . . . You know, the Repub- 
licans didn't stop it then." he told 
CNN- "I just didn't spend too much 
time on it — What we just decided 
to do was that the people back home 
would handle it and I would try w 
keep all my focus o» this (uv i. ‘ 

• The FBI served subpoenas on 
the First Bank of Arkansas in 
Wynne. Art, acco r di ng to Leon 
Foust, the bank's president. The 
bank, formerly known as the Bank of 
Cherry Valley had loaned Mr. Clin- 
ton £50.000 to help settle 1984 guber- 
natorial campaign debts, it was the 
second time documents had been 
sought by the FBI from the hank. 

• House Banking Committee 
Chairman Henry B. Gonzalez ap- 
proved requests by Rep. Jim Leach, 
the ranking Republican on the com- 
mittee. for increased staff travel to 
investigate the Whitewater Madison 
affair. Mr. Gonzalez. Tfcxas Demo- 
crat. approved the request, but said 
he had seen nothing so far "that your 
cose study has a legislative pur- 
pose." 


GOP eyes slow erosion of Clinton credibility 


By Raiofi Z. Hallow 

newsH«o*o« nvaa 

Republicans arc concl udi ng that 
the best they can get out of the 
Whitewater-Madison investigation 
:s a slow, lethal undermining of 
President Clintons credibility. 

“It* far too early to conclude 
that this could go to impeachment 
or resignation. Sen. Paul Cover- 
JdL Georgia Republican, says in 


an interview after Mr. Clinton ac- 
ceded to calls 

news £LL? B * e "‘ 

ANAUfSIS s.n.t. mi- 

noncy Leadar 


Dole of Kansas and Rep. Jim 
m. Iowa Republican, had first 
sd for a special counsel to in- 
mate the Clintons tics to a 
id land deal and a defunct sav- 
i and loan. They 


joined by a number of prominent 
Democrats. 

Republicans think the prokmga- 


rota in Whitewater-Msdison will 
make u easier to block the pres- 
ident's health care and social 
s pending initiatives, and finally to 
win back the presidency in 1996. 

However, the head ot a leading 

joniz cn r'Ksx-fc pOQ-C 
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Republican tnink tanx warns mat 


Mr. Clinton stul can ocat anvnne in 
he "uieaK ' 19«6 Reouotican ores- 
. Jennal field ana that, it Whitewater- 
Madison takes Mr. Clinton aown. Re- 
publicans would face an even 


rougher opponent in Vice President 
A1 Gore. 


“I don't think vou could give the 
whole Republican neld for 96 muen 
more than a C-plus.” says Paul M. 
Weynch. president ot the Free Con- 
gress Foundauon and a stalwart of 
the party's conservative wing. He 
thinks that any one of the Repub- 
lican candidates could govern well, 
but “none of them gets the kind of 
response that would cause people to 
say "Boy. am 1 excited.' " 

Mr. Weynch opined that a Repub- 
lican candidate might have to con- 
tend with Mr. Gore, whose "wooden 
image" has all but vanished and who 
has at least two assets to help him 
survive tus boss's possible political 
drowning in Whitewater-Madison. 

“He has a clean image and a very 
different way of operating than Clin- 
ton." says Mr Weynch. "The public 
is so forgiving, they wouldn’t nec- 
essarily associate turn with Clintons 
problems." 

Those problems go "back to the 
character question, where Clinton is 
always the most vulnerable." says 
political consultant Frank Oonatelii. 
a former Reagan White House politi- 
cal director. Republicans “at the 
very least” want to continue raising 
Questions about Whitewater-Mad- 


ison, he says. 

According to Republican pollster 
Ed Goeas, “the chief benefit for Re- 
publicans will be that Clintons cred- 
ibility with the public on health care 
and increased social sp ending will 
erode as more of the public becomes 
aware of the mam elements in the 
Whitewater storv." 

Says Tbny Blank ley. spokesman 
for House Minontv Whip Newt 
Gingrich: “When he stands up and 
S”** f sp eech on health care next 
time, fewer people are going to be- 
lieve him." 

Democratic consultant Brian 
Lunde agrees. “The Republicans 
have an issue rhatS a bail and chain 
on the presidents leg that he has to 
drag around wherever he goes." he 
says. “Whitewater has the tendency 
» Plant seeds of doubt about the 
presidents credibility that Repub- 
licans can exploit politically. 

“Meanwhile. Republicans don't 
have to do much but stand be c k and 

watch. The Democrats are doing the 

Republicans' work for them, with 
their publicly forcing Clinton to ac- 
cept a special prosecutor" 

Kevin Phillips, a political com- 
mentator says “thereS potential for 
the Republicans" in the presidents 
Whitewater-Madison troubles. 

“I donl know what it is. but it has 
to be taken scrtouslv. especially 
i rom a state like Arkansas tnat has a 
deazv t inancial-business-pohticai 
interaction." Mr. Phillips sa vs. 

What clearly scares the Demo- 
crats. in Mr. Phillips' view, is that 
even if Whitewater Madison tades. it 
will have been in the news so long 
that all the Republicans will havu to 


Jo is find some new sctnalla ot evi- 
dence lust oetore tne election to re- 
mold voters of the cioua over Mr. 
Clinton. 

Like manv other Republicans. Mr. 
Goeas sees tne long investigative 
road ahead on Whitewater-Madison 
as a constant distraction for the 
president ana a persistent question 
mark in the mind of the public, both 
of which will weaken Mr. Clinton for 
1996. 

But Mr. Weynch thinks too many 
Republicans continue to underesti- 
mate the man from a town called 
Hope. 

“I don’t see e Republican right 
now who could beat Clinton unless 
he beats himseif. because he* one of 
the shrewdest people I’ve seen in a 
long ame." he says. 

From Mr. Clinton's stumbling 
sourt as president, with his ad- 
dressing homosexuals in the mili- 
tary as his first issue. Republicans 
have been agonizingly divided over 
how wounded Mr Clinton is and how 
beatable he may become 
Me Donateili lines up wuh those 
who see Me Clinton as having mis- 
placed virtually every political hand 
dealt him. “Clinton's a weak incum- 
bent and if we’re lucky enough to 
taka him on one-on-one in '96, with- 
out (Tfexas billionaire Ross) Perm, 
we can defeat him." Mr. Donateili 
royc. 

.*.L. .Vrvnch says the Perot factor 
remains crucial, barring come shut- 
term* development in Whitewater- 
Madison. "In the right circum- 
stances. Perot can rehabilitate 
himself, run again and allow Clinton 

to win." 

What lawmakers on both sides of 
the aisle find cunous is the absence 
of Me Gingnch. who is in line to 
become House Republican leader 
after this fall's elections and is well- 
remembered for singiehandedly 
challenging and bringing down 
House Speaker Jim Wright over cor- 
ruption allegations. 

The fiery Georgia Republican has 
been uncharacteristically quiet on 
the Whitewater-Madison matter He 
appears content to let oneof his most 
liberal comrades. Mr. Leach, lead a 
low-keyed, understated campaign to 
make Mr. Clinton squirm. 

'"Leach is playing an unlikely role 
and is a tough nut for the Demo- 
crats." says Mr. Phillips. "He is an 
honest guy, somebody who can't be 
identified as Newt Gingrich's third 
cousin from San Diego. The upshot 
is he is very effective in raising the 
Whitewater issue." 

With the possible exception of Mr. 
Dole, there appear to be no Republi- 
cans m the Senate willing or capable 
of taking on the role of partisan fire- 
brand. 

Mr. Coverdell confirms what most 
Hill Republicans nave said about Re- 
publican action tn Whitewater- 
Madison: Mr. Dole's sow role in the 
Senate and Mr. Leach* m the House 
are not the product of some Repub- 
lican grand design. 

“There is no Republican strategy," 
Me Coverdell says. “Whitewater ac- 
tivity is spontaneous. In the after- 
math of losing the White House. Re- 
publicans are still disorganized 
strategically." 
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Hillary Clinton in Spotlight 
for Her Role in Whitewater 


■ Inquiry: Her reputation as a top corporate lawyer seems to conflict with her purported 
naivete about high finance. 


By JOHN M. BRODER 
and JAMES RISEN 

TIKIS STAM WRITERS 

W ASHINGTON — As the White House struggles to 
contain the controversy surrounding the First 
Family's involvement in the tangled Whitewater 
real estate and banking affair. First Lady Hillary Rodham 
Clinton's role has begun to raise as many questions as her 
htoband’s. 

Indeed, the Whitewater matter now seems to be a 
controversy befitting the Clintons modern, two-career 
pol iti cal ntarraget Just as the First L arfy has pl*ye* a 
cnucai role in major policy decuiciu or. health 
other issues, she now finds herself a centra! figure wuh her 
husband in Uus politically threatening affair. 

It la Hillary Clinton'! independent career as a top 
attorney in Little Rock. Ark., while her husband served as 
governor— and her reputation for being the financial 
brama of the household— that have prompted questions 
about her role in the Whitewater matter. 

Even friends m Arkansas are wondering why she has not 
come forward with a fuller account of what she did and 
what she knew at the time the events in Arkansas were 
unfolding. 

"I don’t know why she hasn't been more open about 
explaining'' her work as a lawyer for the defunct savings 
and loan at the center of the affair, said Beverly Bassett 
Schaffer, a former Arkansas state regulator and longtime 
acquaintance. *! don't understand why they (the Clintons! 
were m business with someone like McDougai.'* the thnft's 
owner. 

James B. McDougai. a friend of Clinton's, owned Madison 
Guaranty Savings 4 Loan and was hall-owner with the 
Clintons in an Ozark Mountain real estate venture called 
Whitewater Development Coro. 

The President and Hillary Clinton have said they were 
innocent bystanders as McDougai drove his lending 
institution into the ground with a binge of bad loans and 
frittered away nearly S70JXX) of their assets on the 
bankrupt Whitewater project. 

Unresolved, though, is the mystery of how to reconcile 
Uus image of naivete in the world of high finance with 


Hillary Clinton's reputation as a top corporate lawyer and 
board member of some of the nation's biggest corporations. 

Hie question being asked more openly in Washington 
and Arkansas is : How could Hillary Clinton— whoa one 
legal journal called one of the 100 most influential lawyers 
in the United Slates— be unaware of gross mismanagement 
at a savings institution she repre s ented as an attorney and 
neglect her family's only substantial financial asset? 


T'hose questions intertwine with a web of others u 
X federal investigators continue their inquiry. 

Specifically, they are trying to determine whether, anad 
the careening disorder in the runaway SAL and Whitewa- 
ter. money from a federally guaranteed inrui was diverted 
into Clinton s 1984 campaign coffers. Also, there is the 
matter of whether tne umuuuon got favorable treatment 
from Arkansas authorities that helped keep it in business 
before federal regulators finally shut it down in 1989. 

It is Hillary Clinton's role as a former attorney for the 
savings and loan that haTTwsed concerns about her 


McDougai. who worked with Clinton m Sen. J. William 
Fulbright's office in the 1980k bought Madison Guaranty in 
1982 and soon began using u to make loans to important 
figures and to finance an a sso rtment of speculations 
including his 4 -year-old Whitewater venture wuh the 
Clintons, according to records filed wuh state regulators. 

Before long, the SAL was on dangerous ground, and in 
1984 federal regulators warned that they considered its 
tending practices questionable. The Federal Home Loan 
Bank Board directed the SAL— along wuh others m 
Arkansas— to raise more capital and put us house in order. 

McDougai hit upon a quick way to raise money: selling 
stock. But that was not normal practice for savings and 
loans in Arkansas, and the proposal needed approval from 
the Arkansas Securities Commission. So McDougai had 
Little Rock's Rose Law Firm— and specifically partner 
Hillary Clinton— make his case for me stock sale to state 
regulators. 

The White House has acknowledged that Hillary 
Clinton, then on a S2J)00-a- month retainer wuh Madison 
Guaranty, worked on the proposal in 1985. But senior 
presidential adviser Bruce Lindsey said her involvement 
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HILLARY: First Lady in Spotlight 


C— Miami frees Ai 

was minimal and that moat of the legal work was done 
by a junior associate. Richard N. Massey, then a 
28-year-old. first-year lawyer at the firm. 

the current co mmi ss ion er of the 


Arkansas Securities Department, said there are at 
learn three Rose Law Firm documents to the commis- 
sion that refer questions back to either Hillary Clinton 
or Massey. But he said the case was fairly routine and 
that a "competent first-year attorney (as Massey was 
at the ume| could have been primarily responsible for 
doing the research and doing the drafting." 

Schaffer, who had just been appointed securities 
commissioner by then-Gov. Clinton when the case 
arose, said Massey handled meetings with her staff and 
that Hillary Clinton was the only senior attorney at 
the Rose firm with whom she or her staff communi- 
cated. 

Ultimately. Schaffer and her staff decided that the 
unusual capita I -formation plan did not violate Arkan- 
sas law and approved it Because of its growing 
financial pro bl e ms , though, the plan was never earned 
out by the thrift. 

Schaffer, now an attorney in private practice in 
Fayetteville. Arlu said the did not fed pressured to 
rale favorably because the governor's wife was 
in vo l ved in the case. 

But she eipreaa a d frustration at her old friend's 
seaming neauuon to puouuy explain her role as a 
Mao* attorney in the ease and thereby allow suspi- 


HUUry Clinton has insisted that ques- 
root private matters a decade or more 
are not a fit subfact for public scrutiny. She has 
i to respond to any detailed inquiries, including 
the central one> whether it was proper to repr es e n t a 
partner before a state regulatory board run 
by a personal friend and appointee of her husband’s. 

She has expressed bewilderment that the press and 
investigators are interested in the aftermath of a 
money- losing private real estate investment 
Jack Pitney, a political scientist at Claremont 
McKenna College m Claremont said the First Lady's 
— p*”* creeled a credibility problem, it is difficult 
he said, to believe she would ignore a major family 
overlook a potential conflict of 


“She can’t just throw her hands in the air and say 
she doesn't understand all this legal stuff. She can t 
claim ignorance of legal details.” he said. ‘It is not a 
credible defense. Her involvement is a fix of her own 


Friends and asaociates said the two images of 
Hillary CUnton— meticulous lawyer and absent-mind- 
ed investor— are not mutually exclusive. While she 
waa a keen professional at work, she had little interest 
in acquiring wealth or closely monitoring her family's 
finances, according to her defenders. 

Unitary, a longtime Arkansas friend of the First 
Family, said the Clintons got into the Whitewater deal 
on the assumption that McDougai would manage the 
property and the Clintons would simply make pay- 
ments periodically on loans taken out to purchase the 
undeveloped land. 

“They went into a real estate development with a 
developer with the clear understanding that he would 
manage the investment and with the clear under- 
standing they would be passive investors." Lindsey 

“When they were asked to write a check to Citizens 
ft™* of Flipptn (Ark. | or even to the McDougata when 


McDougai said there weren't sufficient fundi from 
property sales to cover that month's mortgage pay- 
ments. that didn’t seem unusuaL" 

He said the Clintons were aware that the proper t y 
appeared to be losing value, but rather than ques- 
tioning McDougai or seeking detailed financial state- 
manta on the deal, they hist wrote it off as “bad 
hua— — jud gmen uSLindsey said. 

Another fatly friend* aantsmem is that neither of 
the Clintons was interested in getting nch; they 
concentrated through the 1980a on Clinton's political 
career and his wife's policy crusades. 

“They don't know beans about business.'’ said this 
Arkansas friend, who asked to remain nameless. 

According to McDougai. the Clintons early in 1985 
expr es sed interest in Madison Guaranty's affairs— as 
wall as their personal enrichment— and sought the 
thrift’s legal work for the Rose Law Firm. McDougai 
said he put Hillary Clinton and the Rose firm on the 
SZOOO-a-month retainer at then-Gov. Clinton's re- 
quest— a claim the White House has denied. 

In 1988. when Madison Guaranty dearly was on tha 
v erge of failure and M c Dou g ai was suffering personal 
problems, r e c or ds show that Hillary Clinton wrote to 
to seek power of attorney over all Whitt- 


She received that power but apparently did not use 
it until 1991 when she authorised Roee firm law 
partner Vincent Foster to work on Whitewater's 
delinquent tax returns. 

In an unrelated case, the took a distinctly acuve rale 
in a family investment involving much leas money, in 
1988. she. Foster and Webstar L. HufabeiL another iaw 
firm partner, for med an investment partnership callad 
Mid-life investors, with each contributing an initial 
SISjOOO. 

Roy P. Drew, a stockbroker who helped them set up 
the venture, said neither Foster nor HubbeU later 
expressed much interest in the performance of the 
partnership but that Hillary Clinton called frequently 
to ask about her investment, at times phoning him 
daily with questions and instructions. 

The partnership eventually foundered, paying an- 
nual dividends of between $2 and $20 from 1988 to 
1992. according to the Clintons' income tax returns. 
Lindsey, who follows the Clintons' personal business 
closely, said he knew virtually nothing about Mid-life 
Investors except that it was an insignificant part of the 
family's portfolio. 

Some of the Whitt House defensiveness about 
Whitewater questions over the last three weeks can be 
attributed to concern for Hillary Clinton's potential 
ewmsure to fw»it«u»ai damag e 

The chief item on the Whitt House agenda for 1994 
is the health care reform initiative, which the First 
Lady has headed. 

Whitt House aides— and ultimately the Clintons— 
concluded this week that until questions are resolved 
about the First Family's business matters, little 

progress can be made on affairs of state, officials said. 

“There am t going to be no health care campaign if 
they don't get Whitewater out of the way.” said 
Betsey Wright. Clinton s former gubernatorial chief of 
staff and an informal adviser. 

‘Right now. it is very difficult for the White House 
to be heard on health care or anything else. . . . Until 
that cacophony quiets down, you can t get health care 
back on track.” 


These staff writer Thame* 8. 
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Whitewater Probe Sparks Little 
Public Interest, Survey Finds 


Bv THOMAS B. ROSENSTIEL 

TIMES STAFF WRITER 

W ASHINGTON— Despite in- 
tense media coverage, most 
Americans are paying tittle or no 
attention to news accounts of the 
investigation into President Clin- 
ton's past business dealings, ac- 
cording to a survey reieasea Fri- 
day. 

Moreover, after a month in 
which the so-called Whitewater 

| ■ FROM SATURDAY EDITIONS 


story has increasingly become the 
focus of White House press cover- 
age. Clinton's approval rating has 
remained unchanged at 48%. ac- 
cording to the study by Times 
Mirror Center for People and the 
Press. 

The rating is nearly equal to the 
highest point it has reached in the 
Clinton presidency. Only in the 
First few days after the inaugura- 
tion was i» higher. 

The survey, in which 1.49s adult: 
were interviewed from Jan. b 
through Jan. 13. haa a margin of 
error of plus or minus three per- 
centage points. The results could 
have been influenced by the word- 
ing of the questions. 

The Times Mirror Center is 
owned by Times Mirror Co., which 
also owns The Timet and other 
newspaper and communications 
operations. 


Only 13% of those interviewed 
said they had paia “very close” 
attention to questions about the 
First Family's investment in 
Whitewater Development Corp.. an 
Ozark Mountain vacation resort, 
while Clinton was governor of 
Arkansas, the survey found. Twen- 
ty-nine percent said they had paid 
“fairly close ' attention. 

By contrast. 57% said they had 
followed the stones “not too close- 
ly" or "not at all.” 

Only 15% of those surfeyed said 
they had paid very close attention 
to claims by some Arkansas state 
troopers that they helped arrange 
extramarital affairs for Clinton 
when he was governor and before 
hts presidential inauguration. 

Nearly €0% of those interviewed 
said they had followed that story 
“not too closely" and “not at all 
closely." 

Unlike coverage of some other 
controversies, the Whitewater sto- 
ry has not yet provoked anger at 
the press. Rather, the matter seems 
imply not io have registered with 
the puonc. 

Sixty -one percent of thoee inter- 
viewed said the press haa been fair 
to the Administration, while only 
21% said it has been unfair, about 
the same as last August. 

In June, after news accounts of a 
purported $200 haircut for the 
President and the fmng of several 
White House travel office workers, 
about 43% of those polled said they 


thougnt the press was being unfair. 

Clintons approval rating waa 
highest in February. 1993. gradu- 
ally dropping to a low point in June 
and August. It haa climbed since 
then, with a slight dip in October. 

The low level of interest in the 
Whitewater story is not out of line 
with past survey figures concern- 
ing stones about Washington con- j 
troversies or allegations of wrong- 
doing. 

Since 1989. when the Times Mir- 
ror Center first began examining 
such matters, the highest level of 
interest in such stones— 31 %— oc- 
curred dunng the Iran-Contra trial 
of Oliver L. North. 

The use of public planes for 
private travel by John H. Summit. 
White House chief of staff dunng 
the George Bush Administration, 
was followed very closely by 26%. 

In Clinton’s tenure, the moat 
closely watched controversy in- 
volved attorney general candidates 
Zoe Baird and Kimba M. Wood. 

Both women icn out over issues 
surrounding the hiring of house- 
hold workers who were immigrants 

and whether th« nominees had paid 

Social Security taxes. That story 
was followed closely by 24% of 
those interviewed. 

Other controversies involving 
Clinton— the suicide of White 
House counsel Vincent Foster and 
the firing of the travel staff— gen- 
erated about the same public inter- 
est as Whitewater. 


Ex-Clinton Aide 
Faces Subpoena 
in Madison Case 


■ Whitewater: The FBI focuses on what the 
chief of staff to the then-Arkansas governor 
knows of a thrift owner s role in the paying 
off of a 550.000 loan. 


By DOUGLAS FRANTZ 
and WILLIAM C. REMPEL 

TIMES STAFF WRITERS 


L ittle ROCK. Ark. -The FBI has notified Betsev 
W riant, a senior aide to President Clinton wnen he was 
governor of Arkansas, that she will receive a grana jury 
subpoena in the expanding investigation of Clintons 
business dealings with the owner of a failed savings and 
loan. Wright acknowledged Friday. 

The FBI also subpoenaed documents from a small 
Arkansas bank that loaned Clinton and his wife. Hillary 
Rodham Clinton. $50,000 to help finance his 1984 campaign 
for governor. , , . 

The subpoenas are part of a wide-ranging federal 
investigation into ues between the Clintons and their 


Numerous questions have been raised about whethe. 
Clintons and McDougai improperly benefited financ 
from the relationship and Atty. Gen. Janet Ren 
preparing to appoint a special counsel to investigate 
matter. 

The primary focus of the investigation is the Whitew 
Development Corp.. a partnership formed by the Clin 
and McDougai in 1978 to develop 200 acres of resort Ian 
the Ozark Mountains. The Clintons have said that they 
$68,900 in the venture, but key records apparently 
mtsnng and FBI agents have been trying to reconst: 
ths finances of the project. 

A mong some of the questions investigators hope 
answer is whether McDougai received political fa\ 
in exchange for helping the Clintons pay off the $50. 
loan. McDougai has told reporters that he sugec 
fund-raiser in 1985 to help retire the debt. 

Investigators apparently believe that Wright may 
able to shed light on the loan issue. She attended the 1: 
fund-raiser as then-Gov. Clinton's chief of staff and belt 
collect $35,000 toward the loan repayment. 

Although campaign laws reauire such contributions 
be reported to tne state, me list of contributors to 
Madison Guaranty 
fund-raiser has dis- 
appeared and Wright 
has said that she does 
not know what hap- 
pened to il 
W right acknowl- 
edged Friday that 
the FBI had informed 
her that she . would be 
subpoenaed. She also 
said, however, that 


I will be happy to help 
anyone to get the 

j.l.| g. ■■ i m m m M f 

n •story soma out. 
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she was toid the sub- 
poena had been withdrawn temporamv penatne tne 
naming of the special counsel. 

In anticipation of the subpoena. Wright said that she 
moved several boxes of documents from ner office at the 
Wexler Group, a Washington lobbying firm and part of the 
Hill 4 Knowlton communications firm, to her Washington 
home. She said that she planned to sort through the 
material over the weekend. 

"I will be happy to help anyone to get the history sorted 
out.” Wright said. 

She declined to disclose the nature of the material sought 
by the FBI or the types of documents she said she is 
examining. 

However, during the 1992 presidential campaign. Wright 
collected numerous documents to rebut questions raised 
then about the Clintons’ involvement with McDougai. 

T he Whitewater case is not the first White House 
controversy in which Wright has become involved. 

Last month, she took time off from her lobbying job tb 
help senior presidential aide Bruce Lindsey coordinate the 
White House response to allegations made against the 
President by two Arkansas state troopers. They claimed 
that the President offered them federal jobs to discourage 
them from speaking publicly about his alleged extramarital 
affairs while he waa governor. 

FBI agents also served a new subpoena on the small 
Arkansas bank that actually made the $50000 loan to the 
Clintons in 1984. in an apparent attempt to uncover the 
loan's paper trail. 

The insutuuon— the Bank of Cherry Valley— was owned 
ip oari by W. Maunce Smith, a former member of Clinton s 
staff. There was no collateral for ?he ioa... «i.tcu was used 
by Clinton to bolster his gubernatorial campaign tu u* final 
days. 

Smith, later named by Clinton to head the Arkansas 
highway department, is a longtime friend and political 
confidant of the Preside n t. According to Wright, he was 
Clinton 's mentor and “like a father” to the young Arkansas 
politician. * 

Federal investigators examining the failure of Madison 
Guaranty suspect that some of the money raised by 
McDougai may actually have come from the savings and 
loan's funds, sources said. The White House has said that 
Clinton and his campaign would have had no way of 
knowing the origin of the contributions. 

Leon Foust, the president of the First Bank of Arkansas, 
which bought the Bank of Cherry Valley, confirmed Friday 
that the insutuuon has received three subpoenas in recent 
weeks from FBI agents, the most recent coming Wednes- 
day. 

Foust declined to discuss the nature of the material 
sought by the subpoenas. But a knowledgeable source said 
that the FBI is seeking bank records related to the 
Clintons loan and checks used to pay it off in 1985. 

Sources said that investigators also are interested in 
checks sent to the Bank of Cherry Valley from the 
Whitewater Development Carp, account at Madison Guar* 
anty. 

Some record s have been located and turned over to the 
FBI. Foust said, and bank staff members arc trying to find 
additional material. 

“We’ve complied with the subpoenas to the best of our 
ability, and we are «uil searching for records.” Foust said. 

The possibility that Madison Guaranty funds were 
contributed to Clintons campaign is one of several 
questions expected to be examined by the special counsel. 
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Panel Starting Critical Phase 
In Clinton Land Deal Inquiry 

Bv DAVID JOHNSTON 


WASHINGTON. Jan. IT — A Federal 
tirand iury in Lutle Rock. Ark., will 
reconvene on Tuesday ana besin a crit- 
ical new pnasc in the investigation ot 
nei between President Clinton s land 
development company and the owner 
of a failed Arkansas savings and loan. 

For the first time, the panel is ex- 
pected to hear from several central 
witnesses, including Mr. Clinton s for- 
mer business partner, and weigh po- 
tentially pivotal evidence from the box- 
es of documents the White House was 
ordered to turn over to Government 
prolocutors in recent davs. 

The White House nies — shipped to 
Little Rock under F.B.I. guard — relate 
to Mr. Clinton s investment in the 
Whitewater Development Company, 
the real estate concern in which ihe 
Clintons were partners with James B. 
McOougac the owner of Madison Guar- 
anty, a saving* ».<..• .• 

federal regular-.* ••. ,* jj . 

Mr. McDougai has been ordered to 
appea r before the grand iury later this 
week. Other Clinton associates nave 

also been subpoenaed, including Betsey 
Wrlfiit, Governor Clinton s chief of 
staff, who supervised campaign fi- 
nance records. 

Investigators from the Justice De- 
partment are irving to determine 
whether Madison lunds were improp- 
erly diverted to Whitewater or to help 
Mr. Clinton repay a >50.000 loan lor his 
19B4 campaign lor governor. Mr. Clin- 
ton has said he engaged in no wrongdo- 
ing and that he and his wue. Hillarv. 
tost money in the Whitewater invest- 
ment. 

As Federal prosecutors seek to un- 
derstand the t manual relationships be- 
tween the Clintons ana Mr. McDouuai. 
Attorney General Janet Reno is sched- 
uled to return to Washington on Tues- 
day evening »rn»n a trip in me south- 


i west. Aides sav she hopes to name an 
I independent prosecutor quickly to take 
lover tne inquiry into the President s 
Arkansas land dealings, 
i Last week. Mr. Clinton requested an 
i independent prosecutor alter months 
i in which he and his aides dismissed 
mews repons about his financial deal- 
lings in his home state as outdated 
i accusations that he had already ad- 
lequatelv explained. 

' As the grand jury prepared to renew 
its deliberations, some Federal law- 
■enforcement officials said thev were 
unsure whether the testimony and doc- 
uments obtained bv the grand jury 
; would have to be sought anew when a 
| special prosecutor enters the case. 

Seeking a National Reputation 

■ The search for a lawyer to carry out 
! the inquiry appears to be a complicat- 
ed task, as Ms. Reno's aides sift 
.through the reconls of pro*t:. u..\. 

, didates to avoid any v*«* u> 

'perceived as partisan. The Attorney 
General's advisers said Ms. Reno 
wants someone with a national reputa- 
! tion. 

I They also said (hat she warns to 
I avoid appearing to be dragging her tcet 
i in making her choice. Some aides 
< worked through the weexend to narrow 
i ihe list of possibilities. 

• The President s willingness to bnng 
I in someone from outside the Govern- 
i mem to investigate has not silenced 
I Republican critics, like Representative 
; Jim Leach ol Iowa, who continued in 
; press for a Congressional inquirv. But 
i Mr. Clinton s allies in Congress, like 

• Senator David Prvor. Democrat ot Ar- 
kansas. have said (he Republicans are 
-simply trying to keep ihe issue auve 
! long enough 10 embarrass Mr. Clinton 

■ in the 1U96 Presidential campaign. 


_a_ 
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Whitewater hypocrisy on the Hill 


T he word “hypocrisy" has been tossed around 
a Rood deal by White House aides and liberal 
reporters and pundits when discussing calls by 
Republicans for a special prosecutor to look into the 
Whitewater affair. In fact marguuig against the now- 
deftmct independent counsel law — rhe Watergate- 
era legislation under which a special “court" 
appoints an independent counsel who is accountable 
to no one in the executive branch, much to the detri- 
ment ofthefbunden" concerns about the separation 
of powers — Republicans have mostly maintained 
that executive branch scandals can be sorted out 
when necessary, by outside prosecutors appointed by 
the attorney general as well as by Congressional 
hearings. This is just what the political minority has 
called for in the Whitewater case, with varying suc- 
cess. Janet Rena upon instruction trom her boss, has 
Anally bowed to political inevitability and announced 
she will appoint a special prosecutor to conduct an 
investigation into the Clintons land-development 
scheme. But Democrats on the Hill have bobbed and 
weaved and squirmed their way out of holding hear- 
ings of their own to uncover the Whitewater facts. 

This is hypocrisy of a breathtaking order. There 
can be no explanation for the stonewalling on Capi- 
tol Hill other than a desire to protect a president of 
the majority party. Compare con gre ssi onal Democ- 
rats' new-found reticence with the zeal lavished 
upon any question about propriety in Republican 
administrations. Investigative hearings were not 
even limited to issues that touched on the activities 
of the president 

Consider the wilding indicted on Allen Hubbard 
two years ago when he was me executive director of 
the Vice Presidents Council on Comoeouveness. Mr. 
Hubbard stepped on toes all over Capitol Hill by try- 
ing © short-circuit the lines of command by which 
lawmakers exercise unaccountable power. Legisla- 
tor are used to getting them way by privately call- 
ing up regulators, rulemakers and other federal 
bureaucrats and telling them what to do. (This often 
goes by the name “constituent service.") Mr. Hub- 
bard made multiple enemies by encouraging George 
Bush and Dan Quayie to review and sometimes 
override the decisions made by bureaucrats at the 
surreptitious direction of powerful congressmen. 
And so Congress ganged up on him. with six dif- 


ferent congressional committees holding investiga- 
tions. The crime they accused Mr. Hubbard of was 
not exactly conflict-of-interest, but rather the possi- 
bility that at some point m the future he might have 
a conflict of interest. 

Similarly, when allegations surfaced that there 
might have been irregularities in the food assistance 
program to Iraq, irregularities that might have 
allowed the regime of Saddam Hussem to buy some 
heavy trucks for his military. Congress again went 
into overtime with multiple hearings by multiple 
committees, most notably the House Banking Com- 
minre chaired by Ifexas Democrat Henry Gonzalez. 
Mr. Gonzalez thought it sufficiently important to edu- 
cate the public about presidential doings that he read 
classified documents into the Congressional Record. 
In fact as editorials here agreed at the tune, he there- 
by shed much light on a disgraceful pan of the Bush 
administration's record. \fet this same lawmaker has 
repeatedly shrugged off demands that his commit- 
tee look into the Whitewater case, which would be a 
natural for him given that the questions all swirl 
around the failure of a savings and loan. 

There is palpable relief in some quarters on Capi- 
tol Hill that the whole matter is going to be in the 
hands of a special prosecutor, where it will be han- 
dled quietly for some tune. The apparent hope is that 
if there is no discovery of criminality, the affair can 
be buried. 

But is criminality the only concern? No. The White 
House has gone to extraordinary lengths to keep the 
Whitewater Ales — or what is left of them — out of 
public view, it is hard to avoid the conclusion that 
.something mighty interesting is lurking there. i\s 
Sen. Robert Dole said over the weekend, in his ongo- 
ing campaign to embarrass Democratic lawmakers 
m© doing what they have long professed is their duty, 
Someoody must know something we don’t know." 

What is most troubling about Whitewater isn’t 
what is known about it, but what is not known. It 
seems the White House doesn't want the fog © dear 
and is willing © go © great lengths © see that it 
doesn't Capitol Hill is accommodating its desire. If 
legislators want © protect their own credibility; they 
should join the call for hearings — i f for no other rea- 
son than © pry loose for public release all the docu- 
ments the White House is so zealously guarding. 
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Clintons Made Prorit 
In Series of Land Sales. 
Magazine Report Says 


ttv a Wai.l Stukkt Jiiuanai. stai< Reoorter 

WASHINGTON - The price oi a parcel 
of land related to the Whitewater contro* 
versv rose almost i72Tt In a little more 
than a year, thanks to a senes of sales, 
including one in wmch Bill Clinton and his 
business partners sold the property to the 
company they controlled. Time magazine 
reports. 

Time said it was unable to obtain the 
Clintons 1979 income-tax return to learn 
whether the couoie Daid capital-gains 
taxes on what appears to be a paper 
profit on their saie of the land to Whi- 
tewater Development Co. A White House 
spokeswoman said she couldn't comment 
on the Time report, saying all Whitewater 
matters are being examined by the Justice 
Department and will soon oe tne purview 
of a special counsel. 

Citing deed records on file in Marion 
County. Ark., tne magazine traced the 
Whitewater acreage from us original sale 
as part of a 3.600-acre tract sold by 
Arfcia Land CO. in July 1978 to a company 
called 101 River Development Inc. The 
sale pnre was about S400 an acre. 

in earn August If 78. according to 
Time. Bill ana Hillarv Rodham Clinton 
and their partners. James and Susan 
McDougai. purchased a 230-acre parcel 
from 101 River Development for $203,000. 
or about $882 an acre. That parcel was 
sold in late Septemoer 1979 to Whitewater 
Development, the company newly formed 
by the Clintons and McOougais. 

The transfer from the Clintons and 
McDougais individual ownership to their 
• orporate owners nip was accomplished 
■it S250.000. ur about $1,087 an acre, 
according to Time. The president of the 
hank that provided a loan to Whitewater 
ior that purchase - James Patterson Jr. 
of Citzens Bank u Trust in Fliopin. Ark.- 
-.aid the final per-acre price was higher 
than the original because the property had 
i large amount of river frontage. 
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For Clinion. Whitewater Wisdom 
from Past Presidents’ Defenders 


By Saundra lorry 

'■VMhMctoa Pott Sufl Wntfr 


T here are only a handful: Leonard Gar* 
mem. James St. Clair. Theodore Ol- 
son and a few others. They are law- 
yers who have represented presi- 
dents ui tunes of stress or sc a n dal, including 
Watergate and the Iran-Contra affair. They 
know what President Clinton s lawyer. David 
Kendall, is going through in the Whitewater 
matter and what pitfalls may lie ahead. 

Though they were reluctant to give advice 
to Kendall or his famous diem, a list o f do’s 
and don't's quickly emerged from interviews 
with them last week. 
a Get private coaaael 
So far. Clinton gets an “A* for retaining a 
private lawyer”— Wiffianu & Connolly litiga- 
tor Kendall — (o handle questions about his Ar- 
kansas i an *t dealings in the Whitewater Devel- 
opment Corp. 

"Presidents do not view their . . . staff law- 
yers as lawyers, but as staffers.” said Gar- 
ment. who served as m-house counsel to Presi- 
dent Richard M. Nixon duong Watergate. And 
when your client ~ the president. Garment 
said, "you can t tell the client to show up at 
your office at 2:15." 

Garme nt said he talked with Nixon about 
g a tin g outside counsel as early as the spring 
of 1973. but Nixon s first choice— then-Secre- 
tary of State William P. Rog er s -'declined the 
job. according to Garment. Garment and Fred 
Buzhardt. then general counsel to the Defense 
Department, joined to assemble a legal team, 
mostly from within the government. 

There are several good reasons whv outside 
counsel is essential. 

White House Counsel Bernard Nussbaum. 
like all White House counsels, represents "the 
institution of the presidency.” not the presi- 
dent as an individual, said Fred Fielding. White 
House counsel to former president Ronald 
Reagan. The White House counsel “can never 
be giving the president legal advice about 
purely personal issues." 

Another lormer White House counsel noted 
that there s a federal law mandating that gov- 
ernment officials. including lawyers, notify the 
Justice Department if. while advising another 
government official, they learn of a matter 
that might have criminal consequences. The 
president, like anyone else in government, 
needs outside counsel “to whom he can talk 
freely." this lawyer said. 

■ Protect the office. 

Anything you do can to create precedents 
for future presidents, so it's impossible to >ep- 
irate the person irom the office. You have to 
i-otect institution oi the presidency anu 
; ;e .loiinv *■? the person to continue ueine 

president \nd that's tnckv.' said Olson. 

who represented Reagan when defense law- 
yers sougnt the former president s diaries and 
testimony in tne Iran-Contra trial of Adm. John 
Poindexter. 

Most clients have tune they can give you to 
help themseives. ' he said. “But m a sense your 
highest responsibility is to protect the presi- 
dent to go on and do things that the people 
elected him or her to do.* 


■ Speak with ooe voice. 

Though they were too poiue to sav so. it's 
obvious Clinton gets an F" on this score. A 
gaggle ot White House staffers has been talk- 
ing to the press, wmle Kendall, in true Wil- 
liams & Connolly style, has been speechless. 

Speak through one person, say the experts, 
whether it's the law-ver or someone else. 

“Everything you do is potentially subject to 
a great deal of scrutiny, and you have the re- 
sponsibility to deal with the public perception 
of what's being done as weil as simpiy the legal 
issues.” Olson said. 

The lawvers were divided on whether Ken- 
dall should talk to reporters or work through a 
spokesman. Olson said he believes the lawyer 
should take part m briefing reporters to make 
sure they understand the legal reasoning. 

Ironically. Garment, who is as comfortable 
at a press conference as in a courtroom, artic- 
ulated the downside of Kendall going public 
“Lawyers are not seen as credible spokesmen 
in this country at this tune.” 

Mortenson suggested that the lawyer doesn't 
have to be the persoo nvmg the answers, but tf 
should be 'one sookesoerson who has a direct 
line of communication with the lawyer." 

■ Cut out the middle people. 

In 1974. Nixon finally did retain outside coun- 
sel Boston litigator James St. Clair. But then 
Nixon refused for the most part to deal directly 
with his lawyer. Instead. St. Clair and the legal 
team had to deal with Nixon mainly through 
White House Chief of Staff Alexander Haig. 

By the time Nixon resigned, he got n nghL 
When white-collar defense specialists Herbert J. 
(Jack) Miller and Sun Mortenson began repre- 
senting Nixon days alter the resignation thev got 
direct access. Mortenson said. 

Working througn a buffer «uh a client is ter- 
ribly unsatisfactory. >uo Mortenson. Cut out 

the middle peopie.” 

■ Stay in touch with your cheat. 

Sound simple? Not when it's the president of 
the United States. 

You don't “want to wake up some monung and 
find out he a si Egypt." said St. Clair, who re- 
called a trip Nixon made to the Middfe East at 
the height of the Watergate scandal St Clair in- 
sisted on knowmg “what was gomg to happen and 

why and when." so he couid tailor hts work 
schedule around the presuient'a. 

Ukomn—. St. Clair «ud h* met daily wnh Haig 

to discuss “what we d say to the press today, 
what should the p r esident be informed of and 
what the president s response might be on Wa- 
tergate issues. 

Ultimately the president s lawyer s on his 
•wn. and there is no single answer to ail the legal 
md political dilemmas. 

“This a iree t orm litigation.” said Garment, 
who descri b ed the Whitewater inquiry as “a very 
■vend type of fungus that spreads quickly in a 
hundred different directions.” 

“There are no bnlhant winning solutions." said 
Lloyd Cutler. White House counsel to fo rm er 
p r es u ten t Jimmy Carter, if you had all the expe- 
rience m the world, these are sod very difficult 
choices to make." 
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Political rhetoric on Whitewater-Madison heats up 
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recess in November. actions uT a Democrat ic president. 

With kiwmakci i m i iu return m 
hnvn next week, the rlicioi ical liiJu 
likely will get meaner, especially 
***** the COP intends to push hard 
for coiit:icssiim.il licamiKb 
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White House Memo 

All Admit. 
Whitewater 
Overtook 
Handlers 


ByCfWEN (FILL 

SpccWM I hr Nr* ref* Timet 

WASHINGTON. Jan. 15 — Even bv 
its own accounting, the White House 
handling o i questions about President 
Clinton's Arkansas real estate dealings 
has been a near fiasco. 

For now. Clinton aides say they have 
stemmed the flood of publicity about 
(he role of Bill and Hillary Rodham 
Clinton in the Whitewater Develop- 
ment Company, a real estate invest- 
ment company they formed with the 
owner of a failed Arkansas savings and 
loan. But first the aides had to per- 
suade the Clintons, and their legal ad- 
visers — as well as themselves — (hat 
(he only way out was to go along with 
the ruing cry for an independent inves- 
tigation into the matter. 

That took some time, and before the 
drama played out. it featured bouts of 
Presidential tc mper. battles with Con- 
gress and. finally, abrupt capitulation. 

All along, the issue was complicated 
by the involvement of Mrs Clinton, 
who as a uttlc Rock lawyer had repre- 
sented Madison Guaranty Savings and 
Loan, (he failed insutudon owned liv 
James B. McDougat. (he Clinton's part- 
ner m Whitewater. 

'Political Reality’ 

As a matter of principle and legality, 
the Clintons had insisted that their pri- 
vate financial dealings before Mr. Clin- 
ton assumed the Presidency were not 
i he public's business. 

But some oi the President's political 
advisers watched with dread this week 
as news reports about Whitewater lot- 
lowed him abroad, threatening in 
drawn out the themes of international 
stability and strength ihcv had worked 
so carefuliv to protect during his 10- 
day trip to Europe and Russia. 

As one White House official said: "At 
some point, the principle of the issue 
got caught up in the political reality. So 
we called the President and talked 
about how lie saw it." 

By announcing the decision to have 
(he Attorney General appoint a special 
counsel, aides believe the White House 
— at least lor the moment — short- 
rircuucd the debate and perhaps cut 
off the controversy before it began to 
drag Mr. Clinton down in opinion polls. 

"Every innocent little slip or lack of 
complete information was pounced 
on.*' moaned one White House official. 
‘•And when you get to that point, you 
have to lace reality, look for a circuit 
breaker.'* 

Hillary Clinton’s Role 
Mrs. Clinton, who left Washington to 
>(>in her husoand in Moscow on I hurs- 
iiav — me dav alter tne White House 
mnounccd ihc decision to seek a spe- 
* tal counsel — • • -presented her fam- 
ily's interest in determining what me 
■ ircutl breaker would be. aides said. 

But when Mrs. Clinton is involved in 
.my issue, most White House officials 
stand clear. While they acknowledged 
that her chief of staff. Margaret Wil- 
liams. sat in on damage-control meet- 
ings on me Whitewater atfair. Mr. Clin- 
ton's aides were loam to discuss his 
wife’s role m the discussions. 


Aides wno i raveled wun me presi- ■ 

jem on Air Force one this week said were undercut wnon important Demo- 
Mr Clinton discussed the Whitewater crat*. along won leading newsoaper 
situation with his wiicbv telephone, but editorials, loineo (he call for an muc- 
ihcv rciosco to provide anv details. pendent investigation. 

While me I wo were uitimatciv ton- For me White House, me maioi cun- 
meed mat mev nad to appoint a spe- cem was mat me issue wmiiu oarmvzc 
< ial counsel, ev.-rvone eise at the st hue its stall first, tnen nrcoccuov memoers 
House inuuum it was oad idea. Hie of Congress anu move on to distract me 
n resident uesnised me idea oi appoint- President ana the electorate from me 
mu someone to investigate behavior important issues Mr. Clinton nooeu to 
that not even ms worst enemies would focus on. providing universal health 
claim as criminal, aides said. Mrs. care coverage anu curbing crime. 
Clinton resisted the idea for similar "l mean. I uuess the media's been 
reasons anu Bernard W Nussbaum. obsessed with this. ' Mr. Clinton said 
the White House counsel, supported last week in an interview on ABC 
their contention. News' "Nightline. ' "Rut u never 

But aides who had studied President crosses mv mind. 

Jimmy Carter's handling of a Federal i over m Europc . as was 

investigation into his eV dem»d by Mr. Clinton himself, when 

business concluded that a special coun * 0 lf his microphone anu 

w.. we bes. tactic jor put ting W “ u,t«rv,™ mil. J.m 

affair to rest. Tile Carter wm an NB C reporter, wno 

which took seven months, found no i Mikiasaew Whitewater ques- 

evidence wnatsoever ' that bank loans i h«d asked ihun two wn.ie 
were diverted to Mr. Carter s 1976 I uons in a row. 

Presidential campaign. Asked about the encounter me next 

The stubborn and unpleasant White- • | day , n another television interview. M r 
water venture has plagued the Clintons | chnton said he had been misled abou> 
for nearlv two vears. questions about l lhe lopic of me interview ana stud he 
their investment in what was to have wa$ ured as well as preoccupied wilt 
been a 200-acre retirement community , he tasks at hand. 

,n the Ozarics "There's no point in going into i 

1992 Presidential now." he added. "I don't have to tab 

mem for a short whde Med. I K raore ... 

New questions arose late last yc« i 
when it wes disclosed, months ai Iter the 
factT that White House officials had. 


emoved Whitewater files from me ol- 
ices of Vincent W. Foster Jr., the 
/hitc House deputy couMel and l£* 
ner law partner of Mrs. Clinton, short- 
er after he killed himself in July. 

White House officials began to real- 
re they had lost tneir grip ov« ute 
nest twists practically at me miu*«o( 


George sicphonopouloa. the Presi- 1 
dent's senior adviser, returned toi 
Washington fresh from a ski holiday I 
! Jhd declared on television that ail of 
j the pertmem papers in me matter had 
been turned over to the Justice Depart- 
ment. which was investigating Madi- 
son Guaranty and its dealings with 


titewater. 

But Mr. Stephanopouios s remarks 
ire premature at best and mislead- 
i at worst : no papers had been deliv- 
er. Dee Dee Myers, me White House 
ess secretary, spent the bulk of her 
at news briefing ol the New Year 
r reeling Mr. Stcphanupopulos's mts- 
ipression. Mark D. Gearan. the com- 
unicat ions director, later devoted 
en more time to explaining whv the 
hitc House had failed to note that the 
ipers were being turned over to the 


avoid a subpoena. 

Still later, it emerged that the Clin- 
tons had taken steps to make sure that 


! the information would be subpoenaed, 
i and thus shielded from the public and 
j the news media. 

I Fears of Paralysis 

j When Mr. Clinton’s mother died un- 
i expectedly just before his European 
• trip, and the President traveled to Ar- 
kansas for me funeral. White House 
[aides expected that the Whitewater 
drumbeat would stop, ritcv were 
wrong. 

Once the White House had begun to 
disscmole on the details oi the White- 
water deal. Republicans immediately 
raised questions. White House el forts 
to label me attack as a partisan assault 
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Two S.& L. 
Indictments 

PHOENIX. Jan. 16 (AP) — A 
mer president of the Western Savi 
and Loan Association. Gary Urn 
and another former executive of 
vuvings institution have been mdic 
■m fraud. • unspiraev and in 
charges stemming from tfesiei 
1989 collapse. 

The indictment of Mr. Driggs. 5: 
Paradise Valley was announced 
Chursdav bv the United States At 
nev's Office in i>hoenix. i he mu 
ment also nuincdTimoihv Wrieht. 
• •i Phoenix, who was manager 
Western s real estate ana invest m 
ilivision at the time of the coiluos 

Western, once Artzona s sect 
i.irgcst savings institution, was set 
by Federal regulators on June 
1989. At the time, officials esttma 
•he bailout would cost taxpayers : 
billion. 

Mr. Driggs. who ran the instttut 
with his brother. John Driggs. foi 
vears. is charged with 25 counts 
conspiracy, misapplication of fur 
making false statements to a rcci 
tory agenev, wire fraud and financ 
institution i mud. 

Mr. Wright is charged with 
- (Hints of conspiracy, misappncat 
■it funds, makinc false statement: 
t rcoulatorv auenev ana nnanoa: 
ntution irauu. 
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Clinton Era Conspiracies! 

(Pas (Jennifer Flowers on the Grassy Knoll ? ftobably Xot. but 

Here Are Some Other Bizarre Theories fora Xew Political A<*e 

* £? 


7 


, C' i ) : 


By Kenn Thomas 

"As a teenager / heard John Kennedy's summons to 
citissnsktp. And then, as a student at Georgetown, l 
heard that coil clarified by a professor named Carroll 
Quigley, who said to us that America was the greatest na- 
tion in history because our people have always believed 
two things: that tomorrow can be better than today, and 
that every one of us has a personal, moral responsibility 
to mahe it so." 

—kom H Cfinioo » 4COPUK* spate* 

to the DoMcraac Ntoonai CoovoMMt 1992 

T O MOST of those who watched the Arkansas gov- 
ernor accept his party's nomination for the presiden- 
jl cy. *hc« words had no spet.il re3sona«^ herer** 
thetr tnapuational tone. But for the nationwide networks of 
n— rrtirn who probe the tangled webs of intrigue, the 
words marked the dawn of a new age of conspiracy theory, 
one that may do for the 90s what the JFK assassination and 
the Trilateral Comnusson did for eras past. 

Carroll Quigley, the Georgetown University professor 
whoae memory was invoked by Clinton, had already been 
digged by conspiracy theonsts as one of their own. a theore- 
tical of the one-world secret cabal. A respected academi- 
cian. Quigley authored a 1966 book. ‘Tragedy and Hope: A 
History of the World in Our Time. * that has long been re- 
garded by right-wingers (even ated m televangelist Pat Rob- . 
ertson's books) as a codex to the hidden ambitions of those 
generally we d -reg a rde d pillars of the foreign policy establish- 
ment. the Trilateral Commission and the Council on Foreign 
Relations. By invoking Quigley. Clinton had virtually tele- 
graphed to the conspiratorial cognoscenti a signal to start 
massaging its database. 

Response to that signal was impressive. With three years 
left in Clinton s term, conspiracy researchers have found 
enough raw material to keep themselves busv well into his 
second term— (hat is. if his secret masters deem he will 
have another. 

No question, the conspiracy research community — a 
loose collegium of competing schools of conjecture, unbound 
by the normal constraints of academic or journalistic ven&a- 
uon or disproof-- nee d ed the feast set before it by the Clin- 
coo admsustxaoon. The 30th anniversary of JFK's death had 
paased: while the staid Wall Street Journal was characteriz- 
ing JFK researchers as pramtiveiv malicious, no less a hip 
source than “Doonesbury" creator Garry T rudeau lambasted 
them in the funny pages. Ex-CIA chiel George Bush had 
been ousted from the Oval Office: such Reagan offenses as 
•he October Surprise seemed like ancient history. Some- 
how new was clearly indicated. Make wnat vou want of it 
oil but here s a look at some of the main stranas m Clinton- 
lge conspiracy dunking: . . . 


THE FOSTER DEATH 

The suicide of Vincent Foster last July left a conspiratorial 
quagmire. The circumstances of the death, a wound inflicted 
by an antique gun. were quiddy overshadowed by quesoons 
of motive. Was. some asked. Foster driven to such an ex- 
treme by an aspect of his involvement with the Rose law 
firm m Little Rock ui which Hillary Clinton was a partner? 
Was there a connection with the Whitewater Development 
Carp, real estate partnership whoae files were, it was subse- 
quently revealed, removed from Foster’s office shortly after 
ha death? The extent of any fimnaal impropriety remains to 
be seen, but the conspiracy null already has attached the 
scandal to international murder plots and long-standing con- 
nfftwm* Clinton. George Bush and the Atlanta 

' ^ Jig Italian state bank. Banca Naaonaie del Lavaro 

(BNLX 

Researcher Sherman Skobuck. who has been prominent 
in consptratonai ctrdes since Watergate, insists Foster died 
trying to prevent a CIA-aided a ss a ss i n ation of Saddam Hus- 
sein in July. Such a plot, but not a supposed Foster connec- 
tion. was later reported upon m the London Sunday Times. 
Foster did not attempt to do this out of love for Saddam or 
even to make tomorrow better than today, according to 
Skolnick’s scenario. He did it to prevent Saddam's half- 
brother from releasing bank records revealing Clinton and 
Bush involvement with BNL. 

An official of the Atlanta branch of BNL. Christopher Dro- 
gouL was recently sentenced for laundering money used in 
Saddam s buildup before the Gulf War. But the bank was al- 
so fingered as a presence m the JFK assassination in a 23- 
year-old document that makes a senes of extraordinary 
claims — so extraordinary that it is controversial even in con- 
spiracy circles. Known as the Torbitt Document, it claimed 
in 1970 that BNL had financed training of the hit team used 
against Kennedy. A connection had been made between the 
labyrinth of the JFK assassination and the burgeoning Clin- 
ton conspiracies. 

In the end. Skolmck is not dear on what kept Foster from 
making the fateful appointment that was to block the plot, or 
how the plot failed anyway. He also asserts, however, that 
former FBI director William Sessions was removed for 
something related to the Clinton-Bush-BNL connection and 
that Foster was actually a victim of an assassination team 
from Germany. 

If indeed Clinton is as immersed in these piots. counter- 
plots and various intrigues as some of the researeners sug- 
gest. the need for the kind of moral certitude he ascribed to 
Carroll Quigley seems obvious. The president will also be 
hard presseu to lind time tor reiornung neanh care, never 
nund NATO. 
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I MARYMcCRORY 


Whitewater 

Runs 

Shallow 

O F ALL the bad ideas that 

came out this past week, the 
worst was Sen. Bob Dole's 
request for a joint congressional 
inquiry on Whitewater. 

The answer should be no. 

First off. we can’t afford it. either 
the time or the money. The joint 
congressional inquiry mto the 
Iran-contra affair cost $36 million 
and took seven years. And we sull do 
not have the whole story. The 
stonewalling that began when the 
story of arms-for-hostages brake in a 
Beirut new spa per on Nov. 4. 

1986— Ronald Reagan called it 
"without foundation”— continues to 
this day. Reagan's p res e nt lawyer. 
Theodore O' -too. has been lighting to 
protea his dient from the 
consequences of his foolnh actions. 
The final report, which Special 
Prosecutor Lawrence E. Walsh 
submitted last Aug. 7. is stdl to be 
, idtased. Perhaps we should wait for 
this last bit of business before v.v 
embark agauu 

Certainly we can understand how 
tempted Dole must be. It is a chance 
to d is cre di t a popular Democratic 
presi de nt Not only that, he could 
bringdown Hillary Rodham Clinton 
hum her high perch. Hillary Clinton 
drives Republicans crazy. She is no 
end an uppity feminist. On organmng 
a program like health care, she can 
lick any man m the house— or the 
Senate. 

Dole, it should be understood, was 
adamantly opposed to renewing the 
s pecial counsel law. Walsh was lor 

years a favorite Republican 
whipping-boy. useful in direct-mail 
fundratsmg. But now special counsel 
is not enough for the Kansas 
Republican. He would repeat the 
appalling of the select 
committee that revealed ao tittle 
about the Iran-contra scandal and so 
much about Congress’s ability to be 
I fat-headed, faint-hearted and 

| redundant. 


Lveryuung the committee did 
was wrong, but most wrong was its 
j pre-hearing decision to avoid 
impeachment oi Ronald Reagan, no 
•natter wnere the evidence ieo. 
Thus hoooied. ana pressurea ov tts 
*dt-anposea deadlines, it iurened 
j into its fatal indulgence at Oliver 
North. Spooked by his uniionn. tne 
| members allowed North to quaver 
and blink his way into celebrity. Sen. 
I Omn Hatch (R-Utah). an unlading 
| source of bad ideas, kept asking the 
\ president to pardon him. Rep. jack 
Brooks (D-Tex.) suggested North 
be subpoenaed. If he resisted, a year 
in jafl might focus his mmd. Brooks 
was ig nore d . North testified on his 
own terms, making pro s e c u tion ail 
but impossible. Because of 
congressional stupidity, he went on 
to become a millionaire and a 
candidate for the U.S. Senate. 

Let's say no to Sen. Dole. 

Does Dole have dreams of 
impeaching Bffl Clinton? Do any of 
the Whitewater accusations reach 
the level of “high crimes and 
made meanors” durpwi against 
Richard Nixon m office or the 

constitutional mayhem of Ronald 

Reman? 

That is not to say that public 
heatings ought not be diverting. 
Maybe not so nvetmg as the Bobbitt 
saga, but Lorena s famous bob-job 
Jim n*»4»nps been surfidpntlv noted.. 

1 do not need any more 
embarrassing lessons about the 
national tabloid mentality. Some 
kind of a low was readied last week 


Imagine if Zubin 
Mehta were called 
to introduce a 
little majesty into 
the proceedings 
and could be 
persuaded to 
conduct his 
magnificent 
“Harold In Italy.” 

when we saw NBC anchorman Tom 
Broltaw. all bundled up in Red 
Square and p retend in g to be at the 
epicenter of world news, bringing on 
a long Lorena segment from 
Manassas. What happened when 
CNN paused in its coverage of the 
3obbttts to onng to viewers a 
rustonc moment m Kiev wnere 
Clinton ana Ukrainian leaders were 


bringing about nuciear 
oisannamem? Scores of incensed 
'isteners called to orotest the 
ntemmuon or Lorena s lament. 

Whitewater neanngs would, it is 
roe. oner interesting pn^ah^i— 
fhe president mignt volunteer to be 
a witness. He is muen at home m 
the cotuessional moae. Hillary 
Clinton, who does not suffer fools 
gladly, perhaps had better not 
appear. But the supporting cast is 
promising. James McDougai. owner 
of the failed Madison Guaranty 
S&L. sounds like a genial good oT 
boy. a reliable source of Arkie 
charm. His estrangea woe. Susan, is 
even more mtngumg. She is hwng 
iued by a former employer, the wife 
of symphony conductor Zubin 
Mehta, whose personal hook keeper 
she was. imagine if Zubin Mehta 
were called to introduce a little 
majesty mto the proceedings. 
Imagine, further, d he had the 
in s p ira tion to bring his orchestra 
with him and could be persuaded to 
conduct his magnificent ‘Harold In 
Italy." It is an intonating pros pe c t , 
and hearmg that mime would justdy 
the bother of the hearings and briag 
p ers p ec t iv e to the Caucus Roam. 

But we ail have better things to 
do. Things kke health care refann 
and welfare reform and improving 
and extending Head Stan and 
learning to live together. A weal 
nnnecurnr 

On a congressional inquiry. 

Congress should take its cue from 
Nancy Reagan, wife of the subject of 
the expensive and eternal attempt 
to find out what Ronald Reagan did 
and when he did it: Just say no. 
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Ex-Clinton aide ready 
to talk about S&L deal 


•SSOCIATEO P»FSS 

Former v Union aide Betsev 
Wright savs tnc FBI wants to talk to 
her about President Clintons in- 
volvement in a tailed real estate ven- 
ture and his ties to a tailed Arkansas 
savuurs and loan when he was gover- 
nor. 

•This is not a surprise.' Miss 
Wright said in an interview. I ex- 
pect to provide any information i 
can." 

Mitt Wright, who was Mr. Clin- 
tons gubernatorial chief of staff, 
said the FBI notified her last week 
she would be served with a grand 
jury subpoena. However, it later told 
her the subpoena had been with- 
drawn tor the time being, possiblv 
because Attorney General Janet 
Reno has not yet appointed a special 

Investigators are trying to deter- 
mine whether funds from Madison 
Guaranty Savings & Loan were di- 
verted to help retire Me Clintons 
1984 gubernatorial campaign debt 


Miss Wright attended a 1985 fund- 
r uiser nv Madison operator James 
McOouuai. Mr. McDougai said he 
*;ave Miss Wright SJ5.000 in checks 
:o help repay a debt Mr. Clinton in- 
curred when ne borrowed SSO.OOO 
iroma bank tor his own campaign. 

Miss Wnght is a consultant with 
Wexier Group, a Washington lobby- 
.ng firm. 

The Los Angeles Times r eported I 
yesterday that Miss Wright in an* i 
ticipacion of the subpoena, had I 
moved several boxes of documents i 
from her orfice to her Wuhington i 
home, where she planned to son I 
through them this weekend. 

Investigators also are trying to da* j 
termine whether depositors' money | 
was diverted illegally from Madison. | 
which failed in 1989, to the White- i 
water Development Corpus planned I 
vacation -home project in Arkansas i 
co*owned by Mr. Clinton. Mr. I 
McDougai and their wives. 1 

The Clintons say they lost 568^00 f 
on the Whitewater investment and I 
have done nothing wrong. 


American Banker 

January 18, 1994 

OCC Postpones Use of Fake Applicants 
For Testing Loan Discrimination at Banks 


By BARBARA A. BEHM 
WASHINGTON — Wide* 
spread testing of national banks 
for lending discrimination will 
be delayed about a year while 
the Comptroller of the Curren- 
cy’s office grapples with how to 
structure the program. 

Testers posing as loan appli- 
cants will not start showing up 
in bank lobbies until early 1995. 
the Comptroller’s office said 
Friday. 

The main source of delay: The 
agency cannot decide how best 
to test for discrimination. 

The Comptroller’s office has 
been getting conflicting advice 
from testing experts. Some be- 
lieve the testers hired to imper- 
sonate customers should know 
up front that they are being sent 
into banks to find out if lenders 
discriminate. 

Other people have advocated 
blind tests, advising the agency 
to hire testers who do not know 
why they are going into banks. 

festers would be asked a se- 


ries of questions following en- 
counters with bank loan officers. 

‘We Want to Gel It Bight’ 
Agency spokeswoman Lee 
Cross defended the painstaking 
process. “This kind of tesung 


The agency has 
been getting 
conflicting advice. 


has never been done and we 
want to get it right,” she said. 

The other big problem facing 
the Comptroller's office is the 
arduous government contract- 
ing process. Once tne agency de- 
cides how to conduct the testing, 
n could take nine months to hire 
firms to do the work. 

“Until we know what ap- 
proach we’ll be taking, we can't 
even put out a request for a pro- 
posal.” Ms. Cross explained. 

Comptroller Eugene A. Lud- 
wig shocked the banking indus- 
try May 5 with his decision to 


send testers into institutions to 
root out lending bias. At the 
time, he said that testing would 
begin in early 1994. 

But while widespread testing 
is being postponed, the agency is 
getting ready to begin four to six 
pilot testing programs. 

Won’t Provide Details 

The Comptroller’s office is re- 
fusing to give out any specifics 
on the pilots. 

"We’re very reluctant to pro- 
vide any details about this until 
we’ve got the pilots completed.** 
Ms. Cross said. 

“We don’t want to tip anyone 
oir.** 

Because it is illegal to turn in a 
false mortgage application, 
banks will be tested on their pre- 
application behavior, such as 
how much coaching a loan offi- 
cer provides a potential bor- 
rower. 

The Federal Reserve Board 
has said it will ' not test state 
banks that are members of the 
Fed system. The Federal Depos- 
it Insurance Corp. is still study- 
ing the issue. □ 
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Whitewater: When Scandal 
Seems as Stylized as Kabuki 


■ Politics: Washington has 
shifted into damage-control 
high gear. But can anyone 
identify what is wrong? Or is 
this smoking gun just smoke? 

By Susanna Garment 

WATHINCTCM 

c* One of the Whitewater scandal 
ended last week on a disorderly note. 
President Bill Clinton, in the midst of 
his Eastern European trip, suddenly 
decided to accept political reality 
and ask the attorney general to 
appoint a special counsel to conduct 
an inquiry. At the same lime, in an 
attempt to escalate hostilities. Senate 
Republican leader Bob Dole charged that 
Congress' regular Oemocrauc leadership 
could not be trusted to probe the mess and 
called for the establishment of special 
Senate and House committees. But the 
President's announcement stepped nil 
>ver Dole’s lines. Congressional Demo- 
crats. gratefully seizing on the President s 

Suaanne (torment, a contributing editor to 
Opinion, is a resuient scholar at the 
American Enterprise Institute. She is the 
author of Scandal ? The Culture of Mistrust 
in American Politic t’ ( Times Hooks l . 


surrender, stoutly resisted the Republi- 
can call for Iran -Contra -style hearings. 

So Clinton did a prudent thing. But 
from a scientific point of view, his an- 
nouncement was too bad. because the 
Washington community was on the verge 
of acting out the following thought exper- 
iment: If in today's Andy Warhol world 
you can now be famous for being famous, 
can you be guilty bc»rg thought 
guilty? Flow far car. l ha scandal process 
go before someone finally has to sav just 
what the accused official is guilty of? 

Our political scandals have now become 
as stylized as Kabuki. There is the 
character of the High Official, brought 
low by long-ago sins. The Opposition 
Leader, pressing the scandal forward as 
far and fast as possible. The inquiring 
Journalist, nobly enraged by lack of 
access to documents. 'Hie smooth Damage 
Controller. The Shadv Character from the 
High Official’s pasL 

Have we gotten so good that we no 
longer need any substantive information 
to keep the drama going? The Whitewa- 
ter dance was on the verge of supplying 
some answers to this question. 

As of a month ago. what we generally 
knew about Whitewater was that: (a) the 
First Couple had some savmgs-and-loan 
connections that could signify either foul 
crimes or just garden- variety Southern 
friends -and-ncighbors politics: tb) a lot 



/I ri — 
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of papers were missing, and (c) a dost 
Clinton aide in the White House hat 
committed a surprising suicide severs 
months before. 

This was not a whole lot— and not 
much more of a fundamental nature has 
emerged since then. Instead, the current 
scandal burst upon us for reasons that 
were formal ana technical. 

First, in late December it became public 
that after Vincent W. Foster Jr.'s death, 
papers in his office concerning the Clin- 
tons' personal business affairs had not 
been given to investigators. Thus, the 
charge of cover-up— which, in turn, was 
taken to imply that there must oc some- 
thing to hide. 

Next the media community had just 
been jolted hv the trooper srandal. in 
which Arkansas police gave details of the 

Flees* see SCANDAL. 
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Scandal 

22 . 

Prendent'a past sexual exploits during his 
days as governor. 

Since the late 1900s. opuuon -makers 
had grown increasingly queasy about 
their role in spreading such tales. And if 
there was any sex scandal to upset the 
faint of stomach, it was the trooper 
stonesi They described highly private 
behavior, most already known in outline 
to the electorate that voted Clinton into 
the presidency in 1992. 

By contrast, over there, shimmering on 
the horizon. was the aptly named White- 
water scandaL a nice, clean scandal fit for 
prune-tune and family newspapers. By 
pursuing Whitewater, you could avert 
your eyee from the troopers’ tales, yet 
show vou were not a Clinton patsy. Tim 
the burst of media enthusiasm for Jamas 
B. McDougai and his Madison Guaranty 
Savings and Loan was. in part, a great, 
windy sigh of relief. 

j So here we were, in the Washington 
1 political audience, with our newly- inten- 
I sifted interest in— well, we sull didn't 
! know exactly what. But the Clintons. 

> Meet them, kept us going with their 
not-atyptcal evasiveness and their inex- 
plicable insistence that Whitewater fell 
irmde some sacrosanct "zone of privacy" 
i where the prem had no right to tread. 
This claim had approximately the same 
effect as stamping a document "Top 
S e cr et Unbelievably Classified One Eye 
Only." Media enthusiasm was sustained 
If everyone had conunued to play his or 
her role as written, the next steps might 
have gone like this; Dole calls for select 
eomnuttee to investigate Whitewater. 
Committee appointed. Editorial opinion 
massively in favor of independent inves- 
tigation. Congress quickly rcauthortses 
independe n t counsel. Independent coun- 
sel appointed. Independent counsel in 
clash with committee over issues of 
subpoenas, witness immunity. Reporter 
from Arkansas Stiletto finds witness al- 
leging he saw Mrs. C. receiving cash in 
brown paper bags. Witness testifies, in- 
surance. pharmaccuucal industries attack 
First Lady as profiteer. Whitewater 
documents turn up in abandoned car in 
Little Rock parking lot. 

OK. this la a somewhat fanciful reran 
of the future— but not by much. Mam 


Americans sull do not care muen about 
Whitewater, any more than they cared 
about thoee shocked Arkansas troopers. 
Yet among the chattering cusses, the 
Clintons are profoundly vulnerable. 

In his case, deep doubts persist about 
whether he is a President— strong, stable, 
and capable— or an amiable kid. 

In her case, the situation is more 
poisonous. Hillary Rodham Clinton has 
become, for reasons not all of her own 
making, a dramatically polarizing public 
figure. She has many admirers. But her j 
enemies are bitter. One measure of this is I 
the gleeful snickering you hear around I 
Washington as it becomes clearer that I 
she. rather than her husband, played the 
maior rote in the couple's relationship 
with Madison Guaranty. 

Thaaa are the aorta of people who tie in 
I watt. So perhaps it is not so surprising 
i that in tha Whitewater matter, a modest 
tendril of scandal smoke quickly turned 
IfMft the m o nete r blaa e that ate Oakland 
SLII- the rapid development of thia 
scandal tells as much about our system of 
political communication u it does about 
the Clintons. We simply do not need much 
fuel any more to get uuxMnvca. going. 
With Just a emeu piece ot encouragement, 
wo are rapehte of attaining critical mass 
and becoming self-sustaining in our pro- 
duction of scandal energy. 

For the moment. Clinton haa pulled the 
rode out of the reactor. His acceptance of 
a special prosecutor has heartened his 
own party. It gives his people another 
justification for not making the Whitewa- 
ter documents more public. The special 
pros e cutor's scope and reporting require- 
ments are not clear and may be subject to 
negotiation. The investigation will drive 
the case underground for some period of 
time. 

But the President's reprieve can only 
be contingent and temporary. Rep. Jim 
Leach ((R-Iowa). who haa been pursuing 
the Madison matter, is fighting with the 
Office of Thrift Supervision about access 
to that agency's documents. At the Office 
of Professional Responsibility, the inves- 
tigation into Foster's death is. as they say. 
widening. The Federal Deposit Insurance 
Cocp. is investigating Hillary Clintons 
law firm to see whether she and her 
coll eagues misted regulators. 

Washington haa never given a clearer 
demonstration of the fact that it is an 
exceedingly dangerous place. Q 


- on — 
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White House Sends Five More Boxes 
On Whitewater to Attorney General 


By Dan Ball ana Susan aduxuat 


Five more boxes of President Clin- 
ton's and Hillary Rodham Clinton s 
records detailing their investment m 
an- Arkansas land development turn 
were turned over to the Justice De- 
partment yesterday. Clinton pledged 
on Dec. 23 to give the department ail 
of the coupie's files on the matter. 

The documents amved at the Jus- 
tice Department before Attorney 
General Janet Reno had a chance to 
appoint a special counsel to investi- 
gate the Clintons’ involvement in the 
Whitewater Development Corp. Re- 
no. who was traveling out of town 
yesterday, was said by a department 
spokesman to be reviewing possible 
candidates. 

In a related development, the pres- 
ident of a small Arkansas bank that 
loaned money to Clinton s gubema- 
tonal campaigns and to the land de- 
velopment compan* confirmed that 
he had received a subpoena wediies- 
day from the FBI for bank records. 
And Betsey Wright, who was Clin- 
ton's chief of staff when he was Ar- 
kansas governor, told the Los Ange- 
les Times that the FBI had notified 
her that she would be subpoenaed. 

Wright told the newspaper that in 
anticipation of the subpoena she had 
moved several boxes of documents 
from her office to her home so she 
could sort througn the material this 
weekend. 

The Clintons personal records 
were turned over to the Justice De- 
partment several days ahead of 
schedule by David E. Kendall, the 
Clintons personal attorney, accord- 
ing to a statement issued bv White 
House senior adviser Bruce Lindsev. 

Five other boxes of documents 
were sent to Justice Department of- 
ficials last week. They were sub- 
mitted under terms of a subpoena 
negotiated between the Justice De- 
partment and the White House de- 
signed to prevent the records from 
being released pubbclv. 

Lindsev said the records include 
duplicates or triplicates of relevant 
documents, work sheets, records 
from an inquiry conducted during the 
1992 campaign by a Denver lawver 
hired bv tne Clintons ana other cam- 
paign documents and news meow 
inquiries aoout Whitewater trom tne 
campaign. 

Lindsev estimated that of the 10 
boxes delivered, actual financial rec- 
ords on Whitewater account lor 



BRUCE UNOSCY 

... Txa or las ' of financial records 


probably a box or Jess." although ne 
-aid they were not sequestered in 
one carton. 

Clinton agreed Wednesday to calls 
for a special counsel in the matter, 
and a Justice Department spokesman 
s aid yesterday the special counsel 
could be appointed soon. The coun- 
sel’s investigation will cover White- 
water ana possibly its links to a failed 
msitution. Madison Guaranty Savings 
<Xt Loan, that was owned bv James 
McDougal. who with his ex-wiie was 
the Clintons business partner in 
Whitewater. 

Among the questions about Mad- 
ison is whether it funneied money 
improperly to a Clinton gubernatorial 
campaign. 

Leon Foust, president of First 
Bank of Arkansas, formerly the Bank 
of Cherry Valiev, confirmed yester- 
day that he has received three sub- 
poenas from the FBI since Decem- 
ber. Foust, who joined the bank last 
year, said he has not been able to 
provide everything sought in the first 
two subpoenas, borne mid-1980s rec- 
ords are available on microfilm, he 
said, but others have been discarded. 

Clinton took out a personal loan for 

550.000 from the Bank oi Cherrv 
Valiev to put into his 1984 guberna- 
torial rejection campaign. At the 
time, tr.e oank was owneo bv Mau- 
*:ce bmun. a Clinton campaign fi- 
nance omciai. About >30.000 ot that 
debt was repaid from monev msec 
bv McDougal at an Apnl 1985 fund- 
raiser held at the Madison b&L. 

Sources >aid investigators have 


been trying to determine wnether 
monev contributed to the campaign 
at that event was improperly di- 
verted from reai estate and other 
loans made to Madison borrowers, or 
was drawn on overdrawn accounts 
with the approval of bank officials. 
Federal officials nave a handful of 
53.000 cashier s checks contributed 
to Clinton at the mnd-raiser. amounts 
that may have exceeded the *1.500 
per election limit. 

At least one ot the known *3.000 
contributors, the son ot a Madison 
director, said he made no such con- 
tribution and knew nothing about a 
fund-raiser. 

Clinton campaign aides said they 
are dismayed if illegal contributions 
were made but that the candidate 
would have had no way of knowing 
the source of the money given him. 

The list of contributors has disap- ■ — 
peared. and Wright has said she does 
not know what became of it. 

!nvesosrr~-{~ are interested in 
iCcouL ;r the former Cherry 
Valley bank to see who benefited 
from a number of checks written on 
the Whitewater account at Madison. 
Those cnecks were sent to the Bank 
of Cherry Valley — to pay on at least 
two separate loans, sources said. In 
the latter half of 1984 and the first 
pan of 1985. for example, ftiree 
checks totaling more than $15,000 
went trom the Whitewater account to 
pay off loans at Cherry Valiev. 

Clinton aides and McDougal sav 
there was one loan at the Cherry Val- 
iev bank related to their purchase of 
Whitewater land. Smith also said 
there was just one Whitewater ioan 
at his former bank and that it and 
Clinton's campaign loan were repaid. 

Also yesterday, an official of the 
Federal Deposit insurance Corp. toid 
Reuter news service that the agenev 
expects to conclude its examination 
soon of whether Hillary Clinton s for- 
mer law firm misled the agency about 
its ties to Madison. 

The Rose law firm was hired bv 
the FDIC after the government took 
over Madison to nelp in a suit involv- 
ing the institution. Hillarv i Unton 
had previousiv represented Madison 
before Arkansas oank regulators. 

Meanwmie. House Banking Com- 
mittee Chairman Henrv B. Gonzalez 

• D-Tex.) gruaemgiv npprovea ncai- 
::onai monev icr a Kepuoiican stall 
-tuav ot the Madison matter. Hie 
monev was reauested bv Kep. Jim i 
Leach (R-lowa>. wno has called for a 

• ongressioiui investigation. 
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January 14, 1994 
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small Investor. All mautnes ana reauesrs tor aaaitionai information snoutd be I 
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tfesoiunoN trust corporation 

Wt—viMTIwCrim 
KaManav flu CbuMmm 


Sealed: Bin 


Approximately i 

$100,000,000 ! 

60 LSBO Portfolios J 

Ranging in size from $250,000 to $10 million 

1-4 Residential, Commercial | 

All loans am offered in small pools and are ■ 
appropriate for all qualified investors including 
small Investors or small Investor groups. 

Bid Deadline: March 15. 1994 i 

■ - 

Asset Marketing Specialist 
Frank McCullough 
Resolution Trust Corporation 
(610)631-4984 
Financial Advisor 
Nicholas Lore 

Univest Financial Group, Inc. 
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RESOLUTION TRUST CORPORATION 


Sea led: B ier 


Approximately 

$100,000,000 

60 LSBO Portfolios 


Ranging in size from $250,000 to $10 million 
1-4 Residential, Commercial 

Alt loans an offered In small pools and are 
appropriate for all qualified Investors including 
small Investors or small Investor groups. 

Bid De adline: March 1 5, 1994 

Asset Marketing Specialist 
Frank McCullough 
Resolution Trust Corporation 

T610) 631-4984 
Financial Advisor 
Nicholas Lore 

Untvest Financial Group, Inc. 


(404) 399-8300 


weasrs moo* ctosw « avamaono ma manta too nans at mt ac o uamon ot ms 
Loans. THIS ANNOUNCEMENT IS SOLELY FOR INSTITUTIONAL BUYERS ANO 
OTHER SOPHISTICATED PURCHASERS (INCLUDING SMALL INVESTORS! IN THE I 
Business of buying, originating or selling loans owned by financial i 

INSTITUTIONS OR WHICH OTHERWISE DEAL IN SUCH INSTRUMENTS IN THE 
ORDINARY COURSE OF THEIR BUSINESS. All loans oa ottarao *as it" sno 
— m a u l any rsprasanuMna or warrants#* ot any amd wfiataoovor oy any amity. 

Coordinated by the RTC Valley Forge Sales Center. 

Event 10 Number: 720-0286 
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THE UNFOLDING OF WHITEWATER 


1978 - 


Alto— Ml— y Hamm — CttAw. nuiarv Rodham umton ana 
•nenos James ana Susan McOougai oorrow S203.000 to ourcnase 
230 acres tor a development caned Whitewater Estates. 


1988 


Im m — f m mm to dear up Whitewater's affairs. Hillary 
Clinton asks McDougai tor a power of attorney. The White Hou*. 
says it was not granted. McOougai savs ne haa aireaoy sniooec 

Whitewaters records to the governors mansion. 


1980 


1989 ^ 


flaeto, wtm a — briefly as Gov. Clinton's economic development 
director, quits government to buy a small bank in Kingston. Ark. 
He tons $30,000 to Hillary Clinton to build a model house on a 
Whitewater lot. Payments on the personal loan sometimes are 
made by the land c o rpor a tion, an arrangement that eventually 
causes tax problems tor the Clintons. For McOougai. the loan to 
Hillary Clinton lets him avoid the appearance of lending money 
to his own company. Clinton loses reeiection bid. 


i*in, ■ « M ia under the supervision of federal officials, is officially 
takan over by regulators. Losses wtM eventually total as much as i€ 
mrttion. McOougai is indicted for bank fraud. Despite possible 
conflicts with its orevious wont, the Rosa firm is hired by the tadara 
government to re pre se nt it in a lawsuit against the S&L's accountant 


I on bank fraud charges. 



198Z 

1 

Cttotoe ■— — t— tone as governor. McOougai buys a rural savings 
and loan in Woodruff County, and renames it Madison Guaranty. 

... . • -j 


r • 


AarUn Jackson tells the governor he i> 
4 s Kington bank is making too many 
ce area, including the $30,000 loan to 
•ns a Lidia Rock office. 

Hi 

jjl 


EMI 



199Z 


Atoeb. to New York Th— Questions whether McOougai “earned" ttv 
CUntons m the investment by providing more money than ms part- 
ners. and whether McOougai recawed lax regulatory treatment from 
the Clinton admi ni stra tion. Denver lawyer James Lyons is asked by 
the Clinton president ia l campaign to reconstruct Whitewater's books 
The report savs the Clintons tost $68,900 in the deal, but released 
no backup documents. When the Clintons sold their interest m the 
company back to McOougai, they claimed no losses on the* taxes. 

Matte Ne— toe— toappeadwa, the Resolution Trust Corp. urges 
the Justice Department to open another cnrnmal investigation of 
Madison, and focus on the trail of money from the thrift to other 
McOougai companies, including Whitewater. No action is taken. 


Mmtieatotonerilktai Madison's speculative land deals, insider* 
landing, and hefty commissions paid to the McDougais and others. 
Lata in the year, regulators demand the thrift develop a plan to 
rates more capital. 

WM— tor. everdr— i to to cfcsctof Meeaft at Madison, makes 
p aym en t s on two different loans at the Bank of Cherry Valley, 
though the company only took out one loan. 

Ototoa to redacted in the fall. Late in the campaign, he takes out a 
$90,000 personal loan— from the Bank of Cherry Valley— and 
puts it into his r eei ectio n fund. 


1985 


„ 

lo Jtotor* Ctttoo appetoli Beverty Bassett Schaffer as head of the 
• Sttta Securities CommissiotySho previously had worked for a law 
firm that re p resented Madison. , * .•• . 

to to*, tow I Mato— I Uroe tho Rose Law Firm tor a $2.000-a* 
month retainer. Hillary CRnton helps prepare a proposal for a 
novel stock sals to help Madison meet federal regulatory require* 
manta. Approval is swift, though the sate is never carried out 
Atoeto Aprfl, McB— to— rs a fund-raiser to help Bill Clinton pay 
od the $50,000 debt owed to the Bank of Cherry Valley. The event 
raises $30,000. Federal mves ng a to t i are trying to determine 
whether some of the money may have come dtreedy from Madison 
rather than from legibmato cam pa ig n donations, 
to Mto. MM— tor aato its remaining lots to one of McOougafs 
business partners for around $60,000. 


1986 


1993 


• * •*■ V'^. 

ttoterttadMtoaof White House deputy counsei Vincent Foster, 
t hre e yee ri of overdue Whltewator taxes are filed. The returns 
contradict basic findings of the report Lyons issued during the 

c a m p ai g n . 

to totoftotorce— to atotoe on the ami day federal officials ototair 
a search warrant tor a raid on David Hale's Uttta Rock office as 
part of an in vest ig ation into SBA fraud. WhitaHousa antes enter 
FottWi office and remove hies pertaining to Whitowator, though 
that tod is not acknowledged until late in the year as the Justice 
Department retraces the suada i invesuga&on. 

Ittto tott Ilf Alftweai Paula Casey, a former law student of 
Clinton's, rejects the BTC's original criminal referral. Mean w hile 
RTC officials prepare a more detailed referral, again mention ing 
tha Clintons as panbto benefidanes of banking practices that lea 
to M ad is o n s collapse. Casey recuses herself. 

A totoeef peeeeutore from Washington is assigned to the case. Having 
mamtained Whitewater was a private matter that required no extan*, 
sera disclosure of their records, the Clintons in December say they 
will ship their Whitewater material to the Justice Department Days 
later, it is disclosed the Clinton's private attorney negotiated with 
Justice to turn over the do cume nt s under a subpoena. 


1994 


Okkeesfce Attorney fiaetote Janet Reno to appoint an inoeoendent 
counsel in the case. 

Me* «. FMte Jr. aopomted. 


Federal effletoto to— another scathing report on Madison. That spring. 
Susan McOougai borrows $300,000 from a finance company owned 
r.y Little Rock Judge Oavid Hale end funded ov the Small Business 
Administration to neto disadvantaged com Dames, indicted seven 
,eere later for defrauding the SBA in an unrelated transaction. Hale 
alleged that Clinton and McOougai pressured him to mane wnat they 
knew to oe an improper loan because tnev neeoed funds for Madison. 
Clinton and McOougai have denied the charge, 
later to tea year. McOougai is removed from the thrift under federal 


That ML ntog pat of the proceeds of the Hale loan. McOougai buys 
5550.000 in land from me international Paoer Co. under the 
•vmtewater corporate name. 


4 


1 


2881 


The Washington Post 
January 21. 1994 


KEY ISSUES 


WHITFWATDt 


DUMmCMm* receive favoraore treatment in tneir investment in tne 
Whitewater Lana Oeveiooment Coro, wun James McOougai ana ms 
former wite. Susan? Did the Clintons or dill Clinton s Arkansas 
gufiematonat campaigns Benefit from tnousanos of dollars tnat 
passed from McOougai s Madison Guaranty Savings & Loan, ana 
other McOougai companies, into Whitewater's checking account? 


MADISON GUARANTY 


Mmedwr manor from Madison s depositors put into any of Clinton's 
Arkansas gubernatorial campaigns? Did Madison receive favoraote 
treat m ent from Arkansas regulators appointed by Clinton because 
of the McDougats* personal and business relationship with the 
QMons. or because of Hillary Rodham Clinton's legal work for 
Madison? Was there a conflict of interest in the Rose Law Firm's 
representation of the federal gove rn ment in a lawsuit during the 
takeover of Madison, a former client of the firm? 


CAPITAL MANAGEMENT SERVICES 


DM fiev. CIMon or James McOougai play any role in arranging a 
federally backed small business loan to Susan McOougai for 
Whitewater's benefit? 


VINCENT FOSTER 


la mm mr ——dee botwun the White House deputy count's 
suicide and the other matters under investigation? 


Fiske Seen as No ‘Publicity Hound,’ 
And as ‘Totally, Totally Thorough* ’ 


By Eleanor Randolph 


NEW YORK. Jan. 20— Robert B. 
Fiske Jr., the Wall Street lawyer 
named to investigate the Whitewater 
case, has made a reputation in the 
legal community as a quiet but tough 
lawyer whose strength is not m his 
voice or courtroom manner but in his 
dogged pursuit of the facta. 

Attorneys who worked closely 
with Fiske when he wee U.S. Attor- 
ney for southern Manhattan from 
1976 to 1980 call him a Republican 
without a political agenda. 

“He’s not a pubbdty hound, and 
he's totally, totally thorough.’ said 
Klkan Abramowitx. who was chief of 
the crunmal division for Fiske and is 
now a private attorney m Manhattan. 

As a partner m the Wall Street 
firm of Davis Polk & WardweU. the 
63 -year-old Fiske has m recent years 
mostly defended corporate diems, 
indudutg Goldman Sachs: the nude- 
ar reactor m anu fact ur er for the 
Three Mile Island facility, and. brief- 
ly. Clark M. Clifford and Robert Alt- 
man m the BCG case. But lo ngtime 


friends and associates say he has 
keen prosecutorial skills that kept 
him in the New York US. Attorney 's 
job during most of President Jimmy 
Carter's adnumstration. even though 
he had been appointed by President 
Gerald R. Ford. 

"He’a the kind of p r os ecut or who 
wil spend a lot of time learning the 
facts, investigating the facts, eval- 
uating the facts.” said Alan Levine, 
who worked with Fiske on the rack- 
eteering conviction of Brooklyn wa- 
terfront bom Anthony M. Scotto. 

Levine, now in private practice in 
New York, recalled that ui the 
Scotto cue. a number of Democrat- 
ic leaders appeared on the stand as 
character witnesses. Among them 
were former New York governor 
Hugh Carey and former mavors 
John V. Lindsey and Robert F. Wag- 
ner. Because of such political pres- 
sures. Fiske decided be should di- 
rect the case m person. Levine said. 

Whan Carey and others took the 
stand to prime the longshoreman 
bos*, Fiske asked them whether 
they had been in the room to see 
whether Scotto had receive d a 


packet of cash that was crucial 
the case. Levine said. 

■'Very dramatically, he made the 
point that it was very nice to hum 
all these friends in high places, but* 
that they were not in the roomi 
when it all happened.” said Levine. * 

In another famous case during 
Fake’s term, he convicted drug* 
dealer Leroy -Nicky” Barnes, who 
was notorious for his ability to. 
evade the law. After a New Yotk 
Times article referred to Bames as 
-Mr. Untouchable.” Carter asked 
then-Attorney General Griffin Befl- 
why the heroin kingpin was still on 
the streets. Bell called Fiske and 
Thomas Sear, who had been work- 
ing on the case, and a conviction 
was obtained. 

"The thing that really distin- 
guisbes him from other superstars 
is that he ts one of the hardest 
working lawyers 1 have been with. 
It wu a narcotics case, and he had 
no prior involvement with such 
case*. He took not just a senior 
role, but he got m varied in the de- 
tails. evidence, witnesses, all of it.” 
said Sear. 
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Fiske says he wants Clintons 
to give testimony under oath 


3 v Jerrv Seoer 

•*€ mmmmoIOn tiutS 


Robert B. Fiske Jr., a Wall Street 
.iwyer and former U S. attorney in 
N'ew Vork. was named vcsterdav as 
special counsel to investigate Pres- 
ident and Mrs. Clinton s involvement 
in the Whitewater Madison affair 
and said he expects to take their tes- 
timony under oath. 

1 would certainly expea that be- 
fore this investigation is over that 1 
would question both the president 
and the first lady and that it would 
be under oath." Mr. Fiske said. 

Mr. Fiske. oj. a law partner of 
Iran-Contra independent counsel 


I jwrence E. Walsh, was appointed 
by Attorney lien. Janet Keno. 

The investigation of Clinton tics to 
an Arkansas land deal and a failed 
lattle Rock savings and loan also will 
include a review ot the July 20 sui- 
cide of White House Deputy Counsel 
Vincent W. Foster Jr Mr. Foster was 
(he Clintons' personal lawyer, and 
documents on the Whitewater- 
Madison atfair were taken from his 
office less than three hours after his 
body was found. 

White House officials said the 
Clintons, who under bipartisan con- 
gressional pressure requested the 
special counsel, planned to cooper- 
ate with the inquiry but did not elab- 


orate. Press secretary Dee Dee 
Myers saui no request had been 
made for the president anu first ladv 
in testuy under oath, adding: "We ll 
deal with that wnen a comes. 

Mr. Fiske. wnose expertise in- 
cludes wmte-collar crime, antitrust 
violations and securities law. said 
the investigation will proceed as 
quickly as possiole 'and he planned 
to meet immediately with Justice 
Department officials to review in- 
formation they have gathered. 

He declined vcsterdav to sav how 
long the inquiry will last but said he 
will issue a report to the public wnen 

Ccntar-iu^ cn holt TjQC 

I 


WHITEWATER-MADISON 

QUESTIONS 

• Special counsel Hobart B. Rake Jr. wHI be lootdnq at a tanqied fktenctal 
web known aa the Madison Guaranty Savings and Loan Aasoaatfon. 
owned by j antes B. McOoogsL and the Whitewater Development Cor p u 
an Arkansas real estate venture, to datarvnina whether any lUspsiitiss 
occurred — and whether President Clinton end Ms wife warn involved. 
Expected questions include? 

■ Mthe Cbntons lost $66,900 on thee Whitewater i nv e stm e n t, why drdn t 

they declare capital losses on their taxes at any time during their 1 4-year 
involvement with the partnership? 

■ Did the Clintons nave a financial kabWtv m me Whitewater protect, or was 
the venture structured to enable me Clintons to receive half the proms with 
Mae or no investment? 

■ Why aid Hillary Rodham Clinton borrow , as an individual. $30,000 on one 

ot the 42 lots at the Whitewater protea and dryad me cash to the 
Whitewater account ? 

■ Ware tunas from Madison used to help Clinton pay oil a $50,000 

personal loan ne ootameo from a rural Arkansas bank to seats 1984 
gubernatorial campaign oeots? 

■ What rote ckd McOouqai piav si a fund-raiser at Macfcson SAL m 1985. 
during wnch he raised $35.000 to help pay oft Clinton s campaign oeots? 

■ Old Mrs. Clinton violate conflict -oT-tnferest laws by ac ca otmg $2,000 a 
month m legal tees to represent Madison before state banking rtgutators 
who had been appointed by her husband? 

■ Did intervention before state banking regulators m 1905 on me pan ot 

Mrs. Clinton and the Rose Law Firm, where sne was a senior partner, xeeo 
Madison m operation long after it became insolvent? 

■ Did the Rose firm violate conftia-of-interest laws by suing Madison on 

behalf of the federal government in 1989. tour years alter it reoresented me 
SAL before state regulators? 

■ Were Whitewater records HJegaky removed from Vincent W Foster s 
office dunnq a July 20 search three hours alter me deputy White House 
counsel committed suicide? 

■ What repayment resoonstodrtiea did Clinton end McOouqai have m the 

I960 payoff of a $22,000 loan they (Otntty octamed n 1978 as me ongmal 
down payment on the Whitewater project? 


■ Did Clinton pressure me head ot a Small Business Admostraoon 
fencing company m Little Rock to loan McOougai s wile. Susan. $300,000. 
and was $t 10.000 ot the loan averted to W hrtewa wr? 



ROBERT S. FISKE JR. 

Special counsel So fiwestgiSs Hlhltieue^lliSIs 


S e m i Dec. 26. 1930, m New vork City • 

Family? w.te Janet Tinsley Fake: mree cnrtdren. Unda. Robert and Susan • 

CAmatlmu Bachelors deqree. vale Unrversay 1952. Lawdagrse. j 

University ot Michigan, 1955. J 

Csimt MfMtfMa: Associate. Daws. Wardwsfl. Sundsnano and KisnoL 
New wxk. 1955-57. assistant U.S. attorney, southern aotnet or New for*. 
1957-81 : associate. Davis. Po* and WbrdweN. Now Vbrfc. 1961-84: pannsr. 
Daws. Polk and Ward we k . 1984-78 and 198 0 pr es ent: U.S. attorney. 


southern dwinctol New Ww*. 1978-80. 
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Previous zao<*r 

the probe ts complete. ' “ — 


‘It'S important tor tne counnrv to 
get this done and get it done as 
quickly and as thorougniy and as 
fairly as possible." he said. 

Miaa Reno, who made the an- 
nouncement at a news comerence in 
the Willard Hotel, said she did not 
expect Mr. Fiske to report to her and 
did not plan to monitor ms investiga- 
tion. 

The attorney general said she es- 
sentially called a halt to the Justice 
Department s ongoing Whitewater 
Madison probe to give Mr. Fiske the 
opportunity to take the lead in the 
investigation. She also said she had 
noc talked with Mr. Clinton about the 
appointment ar.d did not inform 
White House of iciais of her choice. 

"A week ago i said i was looking 
for someone who would be lair and 
impartial, who lias a reputation tor 
integrity and skill, someone who 
would be ruggedly independent." 
Mias Reno said. "I think Mr. Fiske 
fits that description to a I" 

Mr. Fiske said he was "totally sat- 
isfied” he would have the “indepen- 
dence and complete authority to do 
ihia job right" and pledged that the 
inquiry would be "complete, thor- 
ough and impartial." 

Mr. Fiske. although a Republican, 
hai key ties to the Clinton Justice 
Department. A Ford administration 
appointee as US. attorney in New 
York ui 1976. Mr. Fiske stayed in the 
job through 1980. working during 
the Carter years for Philip Hev- 
mann. then chief of the Justice De- 
partments criminal division. Mr. 
Clinton named Mr Hermann deputy 
attorney general, the No. 2 post at . 
Justice. 

The Clinton appointee who heads 
Justices criminal division. Jo Ann 
Hams, worked as an assistant to Mr. 
Fiske in New York and was recom- 
mended bv him for advancement to 
department headquarters in Wash- 
ington. 

Senate Minority Leader Bob Dole, 
one of the first in Congress to call for 
an outside investigator in the case, 
said yesterday he did not know Mr. 
Fiske but would “wait and see what 
happens" before making any de- 
cision. 

They ve chosen someone. That's 
what we asked them to do. he said. 

"As far as I know people who know 
him think he is extremely well- 
qualified. is independent. 

Rep. Jim Leach described Mr. 
Fiske ss a quality appointment.' 
rhe Iowa Republican is invcstigat- 
•ng the WhitewaterMadison atfair 
.«s the ranking OOP memoer ot the 
House Banking Committee ami has 
nought documents and records to 
see tf anv financial irregularities oc- 
curred. 


Mr. Fiske has not won overwhelm 
ing endorsements from conserva- 
tives in his party in the past. They 
were able to derail his proposed 
nomination as deputy attorney gen- 
eral during the Bush administration, 
citing his involvement with the 
American Bar Association s screen- 
ing of potential judges. 

Several conservative GOP sen- 
ators accused him ot revealing the 
names of potential judicial nomi- 
nees to vanous liberal groups, en- 
abling them to target the candidates 
before their nominations became 
public. 

Mr. Fiske. according to guidelines 
esubUshed bv Miss Reno, will have 
the authority to investigate whether 
"any individuals or entities commit- 
ted violations of federal law." includ- 
ing Mr. and Mrs. Clinton and others 
involved with the couple through 
Madison Guaranty Savings and 
Loan Association and the White- 
water Development Corp. 

The guidelines also give Mr. Fiske 
the authority to look into Capital- 
Management Services inc.. a Little 
Rock lending agency that gave a 
*300.000 Small Business Adminis- 
tration (SBA) loan to Susan Me- 
Dougai. wife of Madison owner 
James B. McDougai. 

The McDougais and Clintons 
were joint partners at the time in the 
Whitewater real estate venture. 

Capital-Management's president 
David L. Hale, a former Little Rock 
municipal judge now under indict- 
ment tor unrelated SBA fraud 

charges, has said Mr. Clinton pres- 
sured him to give the SBA loan to 
Mrs. McDougai. About SI 10.000 of 
the loan eventually found its wav into 
the Whitewater account. 

Mr. Fiske. according to the guide- 
tmes. also has the authority to inves- 
tigate "other allegations or evidence 
of violation of any federal criminal 
law by any person or entity" that 
might surface during his investiga- 
tion. 

A defense lawyer in the recent 
prosecution ot key defendants in the 
Bank of Credit and Commerce inter- 
national fraud investigation. Mr. 
Fiske said he would take e leave of 
absence from his law firm. Davis 

Polk * Ward well. beginning Monday 

to start the inquiry. 

He said he planned to move his 
rnrtces to Little Rock — rhe center 
•f gravity ” — and would hire his own 
tatf to ensure that the investigation 
vas “truiv independent" from the 
Justice Department. 

“I've come to the conclusion that 



Rewwfo clraksi Robert B. Fiske Jr. 
says he will set up snoo m Uttie 
Rock. *tne center of gravity. 


without in any way reflecting in any 
slightest way against their ability 
and competence, that in order to con- 
duct a truly independent investiga- 
tion. i should have people working 
for me who are not also reporting to 
the attorney general." he said. 

Mr. Fiske also said he was assured 
by FBI Director Louts J. Freeh the 
bureau will be “at our complete dis- 
posal” and a meeting with Mr. Freeh 
has already been scheduled. 

Miss Reno, who narrowed her 
search for a special counsel to Mr. 
Fiske earlier this week and decided 
on the New York lawyer on Wednes- 
day steadfastly balked earlier at bi- 
partisan calls for the appointment ot 
an outsida investigator to look into 
the WhitewaterMadison matter 
Her position changed Jan. 12 
when the Clintons reversed an ear- 
lier White House stand to announce 
they would support the appointment 
•»f a special counsel. Minutes later. 
Miss Reno said she would appoint 
someone ruggedly independent." 
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Fiske. in Probe of Whitewater. Plans 
To Take Testimony From the Clintons 


By Joe Davidson 

'<alf Reporter n> fin i. ari'l KT Jim msai. 

WASHINGTON - Robert Fiske Jr., who 
was appointed independent counsel to in- 
vestigate President Clinton's investment 
in Whitewater Development Co., said he 
would take testimony trom the president 
and Hillary Rodham Clinton under oath. 

Mr. Fiske. a former U.S. attorney in 
New York, promised a complete, mor- 
uufh and impar- — _ 


ttal M probe of the 
Whitewater affair. 

Attorney Gen- 
eral Janet Reno 
said at a news con- 
ference that she 
dme Mr. Fiske be- 
cause he is an “ex- 




with Mr. Fiske and 
told him that I warn 
him to c 

tttfnf he thinks proper and appropriate to 
make sure that be is truly independent." 
she said. 

Mr. Fiske personally wrote the charter 
that outlines ms duties. The specific 
language." he said, "authorizes me to 
investlrate whether any individuals or 
entitles have committed a violation of 
any federal criminal law relating in any 
way" to the president s or Mrs. Clinton s 
relationships with Madison Guaranty Sav* 
lap A Loan Association. Whitewater De- 
velopment or capital Minacement Serv- 
ices Inc., a failed Lit tie Rock. Ark., invest- 
ment company. 

The Clintons were partners in Whi- 
tewater with James McDougai. owner of 
now-defunct Madison, and lus former wife. 
Susan, who received a S300.000 loan from 
Capital Management. David Hale, a for- 
mer municipal judge who owned Capital, 
has charyed that the Clintons and Mr. 
McDougai pressed him into makuur the 
loan as a way of bolstering the Little Rock 
thrift. In addition, the Resolution Trust 
Corp. has asked for an investigation of 
pomiMe diversion of funds from Madison 
to Whitewater and to pay certain cam- 
peifn and other debts of then-Arttansas 
Gov. Clinton in the mid-1980s. 

Mr. Fiske also will look at the involve- 
ment In Madlson-retated matters by Asso- 
ciate Attorney General Webster HubbeU. 


Mr. Hubbell. who was Mrs. Clinton s law 
partner, was hired by federal regulators 
(o sue Madison s accountants to recoup 
taxpayer money spent when the thnft 
failed. The regulators later said they didn't 
know the firm had a long relationship with : 
Madison. I 

The Clinton s Whitewater papers were i 
kept by former White House Deputy Coun- i 
set Vincent Foster, wno committed suicide, i 
Mr. Fiske said he will investigate the i 
suicide to the extent it Involves Wht- i 
tewater-reiated events. 

Mr. Fiske plans to open an office in : 
Uftla Rock. He added that he would submit i 
reports to Congress on his activities. The j 
new Independent counsel Isn't required to 
report to Ms. Reno. j 

Mr. Fiske. who Is 63 yean old. was i 
named U.S. attorney for New York by | 
President Ford in 1978. and be was re- i 
tamed by President Carter. A setf-de- i 
scribed "life-tong registered Republican." 
Mr. Fiske said he would take a leave of 
abeeace from the law firm Davis Polk A 
Warded, where he is a litigation partner. I 
Mr. Fiske said be won't use the career i 
Justice Department people who had been i 
investigating the Whitewater affair. Ms. ' 
Reno said she called those probes to a halt 
when she announced last week that she 
would appoint an independent counsel. 

Rep. Jim Leach <R., town, who had 
long urged Ms. Reno to appoint an inde- 
pendent counsel, called Mr. Fiske "a qual- 
ity appointment, an individual of appropri- 
ate background and integrity.'' 

Senate Minority Leader Bob Dole (R.. 
Kan.), has called for a separate congres- 
sional investigation into the Whitewater 
affair. Mr. Fiske discouraged that saying: 

I think the htstorv of these situations is 
(hat it is difficult to conduct this kind of 
investigation at the same time a congres- 
sional investigation is going on. ‘ 

Mr. Fiske said he would give no inter- • 
views. That would come as no surmise to i 
some lawyers who oreoicted that based on i 
his handling of the news media in other i 
cases, he is likely to seep lus distance from i 
the press during ms investigation. Said I 
Carey R. Dunne, a Danner at Davis Polk I 
wno has worked closely with Mr. Fiske: 

"He isn't the kind of lawyer wno looks for - 
the spotlight." ; 

The White House had no comment : 

on Mr. Flake's appointment. j 

-HAdt Lambert m Sew York coomb* » 

uied to this erode. 
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JANUARY 24th UPDATE 


James Alford - £l2S-4LLils -‘his: auu.ror: :au :tizz&iizir,$ loans at Man-so n ac :hc urr.r 
his company -.vas aua;LnR \Utii Acr.. 

Bervi Anthony . former Congrersmar. irem .A.-xa zzzr: husbar.a of She; la Anthony. 

currently a lobby *.st with Winstcc me Strawn. 

Sheila roster Anthony • Assistant Attorney General ;cr Legislative Affairs: sister of Vir.ee 
roster married ro 3crvi Anthony 

Bank of Cherry Valley (renamed First Bank of Arkansas) - a riny Arkansas bank that was 
owt.cl and operated by Ma urice S mith. reaior aide ro then Gove rn or Clinton: issued Cl inter. 
a SSO.CCO perronai loan which he use:: :e -taruaily risance his campaign for governor served 
as a repository fer Clinton: 1984 guaerr.moriai re-.-section campaign funds: its current 
pres ‘dor:. Leon roust. was recently :cr-cs subpoena by FBI agents. 

Bank of Kingston - a snail .Arkansas ban* ran by James McOqn r^L purchased by McDougai 
and then Cijjtsn aides JimJluv Tucker tr.fi Steve Smith in 1980 ; lea: Hillary Clinton S3 0. COO 
to pay fur a :nodei heme in Whitcwn tcr development; provided a checking account for 
’yV hitc-vaier which wns used by both the Cli ntons ax;u the McPouc ais: in 1983, was ordered 
by Marlin Jac kson ar.c die FDIC not to extend any mere credit outside of its 'natural trading 
region. 

David Barr * Federal Deposit insurance Corporation ;FDIC) spokesman: recently announced 
a FDIC investigation into whether the R use Law Fin n rsusled the FDIC about die firm's 
deaiings with Madison Guaranty (if the FDIC finds that Ross misled them, the firm couid be 
barred from doing additional work for the FDIC or the RTC). 


Woody Bassett • ftevgfiv passes Schaffer's brother: a saw student of both Clintons : mater 
Clinto n contributor: helped manage Clinton s 1984 gubernatorial re-election campaign. 

Michael Bromwich - former Clinton campaign voiunteer: Carter ncmmisuation poiiticai 
appointee: termer employee of the Lawrence Waish invcsugacon cf Iran-Contra: protege of 
Deputy Attorney General Philip Hermann: head of new Justice ’watchdog ’ group that will 
eventually absorb Justice’s Office of Professional Responsibility; reported to have been chosen 
is die new Inspector Genera l at the Justice Drpanment. 

Robert Bryant - FBI agent who headed the bureau's Washington ueid office at die tone or 
v ; !»ee Foster's suicide; claims that Clinton evrjwed F ustcrA suicide note for executive 
privilege issues: has since beer, named to head tAK FBI's rwiligen»:e iivai on. 


» * 
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Campobcilu • 2 M&siros project :c _-c:i '.zr.z ?n a 
...e..w- ... -/ u- uis* iiSieSUv.** • 4 — ~ % — • 

.r. vestment and :u; most costly :cni :5:21c idiiurs. 


Canadian island c:7 ±e coast of Maine, 
was Madiso n's iarres: direct rc 3 i estate 


Capital Management Services Inc. a feder :*;; y sponsored smal l investment company wr.es 
activities try iar» were limited to '.-cctaiiy iir-cavasta^ed” businesses: owned by pav id Hpic: 
-sued ■evemi questionable leans to both Sur. ar. McDougaj and ;j m Guv Tucker , was raiced 
~v "31 agents en die day after VIr. cc . Fo ster > suicide. 

Paula J. Casey - a Ginsou -anpotatcd U.5. Attorney in Little Rock; campaign volunteer ;n 
several Clinton gubernatorial races and student at* Clinton at die University of Arkansas Law 
School: former legislative aide to S enr.ro r Daie Bumpers; turned down Sa fidl r ‘‘ >i, T l TI ? r’ ,: 
request that David H ale be granted immunity -n exchange for testimony about C! inter; and 
other Arkansas political figures (Including Gove rnor Ji m Guv Tucker) who hid secured loans 
from Capital Managemen t: initially refused to : cease herseif from die Justice Department’s 
investigation of Whitewater but eventually did io following a public outcry, citing her 
"familiarity widi some of the parnes. ’ 

Castle Grande Project • a 1. 1 00-acre real estate develo pm e nt on the outskirts of Little Rock 
which was intended :o be a low cost residential and commercial development for families 
seeking an escape from the city; financed by M.adtfga C niara rn v l invested in by Jim Guv 
T ucker ina Setfr Ward . 

Bill Clinton - President; former .Arkansas Cover non former Arkansas State Attorney Genera:, 
former lawyer with R ose Law Firm's major competitor in Little Rock, Wright. Li ndsey, and 
Jennings: former aide :o Senator I. W Fulbrighu allegedly received campaign funds from 
j&S£a McDougsl in the form of SI 2.000 worth of donations in cashier* s checks from 
Madiso n: tc -owner of Whitewate r neveiooment Com.: obtained a loon from the Security 
3orJc of Parap ouid which he used to pay off more than 520,000 of a Whitewater loan: 

: bounce a 550.000 unsecured personal loan from die Bank of_Chcnrv Vailev which he then 
testributed to his own gubernatorial campaign. called Ylncg_H p.stg die night before his 
suicide. 

Hillary Rodham Clinton - First Lady: former senior parmcr in the Rose Law Firm: former 
colleague of >s T |issbauq ] while working on the House Judiciary Committee to impeach 

President Nixon; co-owner of Whitewater Dcvelormcat Con?.: a partner in Value Par tners; a 
psrmcr in Midlife Investors with Web ster Hubbe il and Vince Foster obtained a 530.000 loan 
from die Bank nf ffi ff gpton to pay for a model home in the Whitewater development; recipient 
of a 52.000 a month attorney Tee in 1935 for helping Madison Guaranty (assisted gicfiflfll 
Massey) tight off efforts by the Arkansas Securities Department to close it as insolvent 
(payments continued for 1 5 months while her husband was governor and allegedly were paiu 
to Hi:lar. # Clinton through a score: bank account); asked the McDougals in November 1988 to 
give her power of attorney authorizing her to ac: on their behalf on matters involving 
water (reports are unclear on whether or not she act u all y obtained :C). 

u 


* * 
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Randy Coleman • Sav'd Hai« -■ lawyer: r-uuestcd hrjsucir/ for Hats in exeiasgs fc: 
:*$::K5ny ;u: -vas wee down ?y ?«uia Cas ey: aiso •contacted ••ViilixT.-Kessedy west 
iiic53t:ons cut was ienied any sen o: White : ru-usc audience. 


Rov P. Drew - E.r . Hutton broker who set up Midlife investors: claimed "it would ce a 
.trretch of the imagination to believe that $45,000 would not yieid some kind of dividend* 
contrary to the Clintons’ tax return.* which srxw the partnership never yielded such taxable 
.;:v:cend income; a former adviser to the Arkansas state auditor who differea with GfilSSSSi 
c:;r/.t?s in 1989 over an $81 million state ::cr.d deal to purchase *2 nursing homes owned c 
Beveriy Enterprises, Inc. (The dcai initially was approved by the state but was suspended 
when Drew's concerns became puciic). 

Robert Fisk* • a partner in the Wall Street firm of Davis* Poik and Wardweil (Lawrence 
Waish retired from Davis, Polk and WardwaU before be ginn i n g his investigaacn of Iran- 
C antra.'; appointed by Attorn ey Genera l Reno to be the W hitewater special counsel; fcrrr.sr 
•J.S. attorney in Manhasaa during *r.c Forri ana Carter administraiions; in 1989, wi there w 
*>cm consideration to be the deputy -.nomey general under Dick Thornburgh because of 
2 pres: no a by conservatives (including M senators) over his rcic in the ABA’s evaluation oz* 
Rcar.cn court appointees; briefly defended Cark M. Clifford and Robert Altman :n the BCv-. 
case. 


I.isa Foster - wife of Vince roster, hired attorney r » m Hamilton after husband 5 suicide. 

Vince Foster - former Deputy White House Counsel; committed suicide in My 1993: a 
pvmcr in Midlife Investors; former partner in the fas? Lft w , fiSS? in that capacity, signeu 
letter :o :he FDIC seeking the appointment :o represent the FDIC against rreft inc 
ciaimir.?. that Ruse "does not represent any savings and loan associations in Slate or . edemi 
manor? : the Clintons' lawyer in the last rxr.es of their WbiK23i£I sealings; sold die 

haif-ownership of Whitew ate r Developmen t; discovered and handled W2ZS X 2SSU 
file corporate tax rerums over a three- year penod: (The Ortons have ackncwtecgen 
±at in .984 and 1985 they improperly took personal tax deductions for interest pay masts o. 
SI 3i * and SI. 322. when the payments were actually made by the Whitewatg Development 
Co. »: worked or. putting the Clintons' assets into i blind trust to satisfy ethical concerex aoou; 
their personal business deais including the rwo investment groups XalliS-ESSSS ana SdiSti&S 


Frost and Co. - accounting fin* produced the audit which was usea oy ±e Rc^ 

Law ~rm to help keep Madison in business in 1985: failed to disclose that ±Z22L1**« ^ 
auditor of Maduan. jams Alfor4. had rwo ouatandms ( loans at Magana ! *t wot Jus 
hv the Rose Law Firm on behalf ot the FDIC (RflS.q sett,ed the $60 tniili 
SSi SsSSsS that the SI million was below gagj inmirancc coveage. 
SfiSi! -tiled die fevenunent S400.000 for its work , 

J William Fulbricbt - former U.S. Senator who hired both ClaUSD ami Msfifflaal * “ des 
tsirv mdi f-r careers; contributed $1,000 tdjiffl MtOWgal-’t uasuKWSful congressional 
r- -tat name was on a S3.000 cairns check made out to CuEB ?«onaily wmch 
•he STC rcrr.cd over :c the JusUce Dccarnaem: borrowed money from MaSisa?: ;s ••:! a..- 

»»* 
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~"ucir :o speax with rcroncrs. 


Mark Gcaran • cirecrc: c: White He use ccrrjnumcstictts at the tint? or Vince Fester j 
suicide: chuzr.cri zz the s.z: C W.&n .12c r.u*: :eer. the suicide note; member ef the new;;, 
termed lekes e 'rcup which ;s haaci'.'.r.- the pe:i::cn: fallout rrocn Whitewater . 


C i! Glover - Fxaia Ci.^v'c huconacL v as i~p:: . 
Ser vice Cemm*ss;cr k by then C^verr.?r C!im 
J c y enter r irr. Guv Tucker . 


Chief Counsei so the Arkansas Public 
testinues to held that state job under 


David Hale • former Cir, ton -acrc inrcd. Litiic R-ccic siunicpai judge; president of Cacitai 
Man agement S-rr- <cz z Inc., indicr.ru on tranc charges: represented by Randv frplgmnq: zlzirr. 
,:r .vas pressured by Cl inton and M cDougai :o approve a Small Business Administration 
guaranteed loan (for me "scciaily disadvantaged") of 5300,000 to §\Knn ax a dme 

when the McDsucals showed assets of 53 million; has offered to testify against Clinton . 

Jim Hamilton Washington lawyer 'jpcciaiizing in ethics; former deputy counsei to the 
Senate ’Watergate Committee: pcssibiy talked with Vince Foster prior to his suicide; represer. 
Lira, Foster; recipient of roster's personal effects including pan of the missing Whitewater fi 
and Fetter's personal diary. 

Jn Ann Harris - chief of the Justice Department's criminal division; has been supervising 
Justice's investigation or Whitewate r; former New York prosecutor. 

Philip Hermann - Depur/ Attorney General (No. 2 person at die Justice Depamuem); in 
charge of the Vince ro ster investigation at the time the Park Police were asking to search the 
office: ordered the Office of Professional Responsibility to examine Foster's assertion in his 
suicide note that the FBI lied in a report fo At torney General Reno concerning Travcigate. 

WVbster Hubbell - Associate Attorney General (No. 3 person at Justice); close personal 
‘ricr.d of Clinton: former managing partner cf the SgSfl Tf aw p?jm: a partner in Midlife 
I nvestors with Hiilarv Red ha m Clinton and Vince roster RoseFs lead aaomey for the 5DIC 
zzsc against .Vi Gdison’s icrountmg Firm. Frost and C o.: recused himself from the Justice 
Department's investigation of Whir r water and Vf adison one month after the RTC referred ‘hr 
matter :o Justice; son-in- ; .aw of peih Ward wno defaulted on $587,000 in ioans from Mariisor 

Harold M- Ickes - a New York lawyer: the new deputy chiet’ of staff at the White House; 
heads the ar.v damage control group which has been assigned to handle any political fallout 
from Whitewater (other members of tiic group include David Gergea. George Scephenopoulos 
Bru ce lindse v. Mark JDcaran. and Paui Begaia). originaily came to the White House to worx 
on health care. 


Mariin Jackson • former Cinton -aocomted .Arkansas state banking commissioner; claims ch3 
in :s>8 3. he along with Ac FDIC ordered the 3ack cj Kimrgrofl to stop making ioans to 
Governor C li nton because the loans were part of a "troubling partem" of lending to powerful 
members of .Arkansas' business (like exiqcuzives of Wal-Mart and Tyson Foods) and political 
establishment: claims he tpoke :o p'/mtetn about the matter and that Clinton's response was; 
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“Mariin. don't worry about politics. i wan: you :o be the best banking ^rcmissioncr you -a. 

'. jw-r.ed ‘he Security 3arjc r.f Para gouic: ::airr.s he put Paragouid Into a blind trust ar.a 
ci;ci :;ct fine out until years later that Clinton had taken out a loan from Parsgcut d :o pay off 
•nore than S2Q,GG0 of a Whitewater loon: has contributed 54,010 to Clinton campaigns sir.ee 
currently the chairman of the Wpghea National Bank of Conway, Arkansas; quoted is 
saymg: Tve often thought that the reason he "Trees Mcpquy^l began using Madison 
c- yarenr v was because he TMcDcugs i! had fcur.c '-hat he fMcDougall couldn't do what he 
wanted with his bank (Kingston]. ‘‘ 

.loan C. Keeney • was Acting Assistant V.S. Attorney unmcciatciy after Paula Casgy recused 
herrci: from the investigation. 

Dnvid Kendall - lawyer for Williams and Connolly; personal lawyer'* to the Clintons in 
Washington handling such issues as Whitewat er: continues to represent the Washington Post: 
seerrtiy negotiated with the Jusdcc Department to deliver the Whitewater documents under a 
jubrocr.a (papers subpoenaed in a criminal case cannot be released under die Freedom of 
Information Act); ’was recently rebuffed when he asked the Justice Department not to share 
the papers with the Office cf Professional Responsibility (OPR): (OPR is handling the ViflgS 
Fort* r suicide;. 

William Kennedy - White House Associate Counsel: former partner in the Rose Law firm; 
dismissed Raney Coleman’s request for a meeting *o discuss immunity for David Hgie wfciie 
failing to alert anyone else in the TCutc House other than Bernard Nussbaum. 

Dean Landrum • an employee of C- mrtes Peacock : his name was on 1 S3.0GO cashier s cr.ec;-: 
which the RTC turned over to the Justice Department: now deceased. 

Bruce Lindsey partner at Wright. Licdrev^wd Jcm igg w herc QiaiBB once employed: 
a senior assistant to the President: principal White House spokesman to the press on .Vla^s c r. 
gft; ./Whitewater issues and reeest state trooper allegations; member of the newly formed 
I ekes group which is handing the political fallout from WjHtewggf. 

Jaises M. Lyons - a Denver lawyer and longtime CiiaiSQ ^Yl during the presidential 
campaign. helped Cfoton discredit die claims of several women who said they had 
relations nips with Cinton: assigned by Canton to review the Wpttgwarer deal after it became 
a cam paign issue: co mmiss ioned the accc unring firm of Patten. McCarthy, and Associates. .0 
investigate the Whitewater Deveiopmcni Corp.’s finances (see the ;o-cailed L l fiSLS •"*r or! ^: 
now refuses to discuss Whitewater. citing an attorney-client relationship with the Cl ipj . cn s; 
reportedly cailed Vince Foster the morning of his suicr.dc: recently named by £^22 to a 
government advisory panel seeking peace in Ireland. 

The Lyon's Report - commissioned from die accounting firm of Pang a, McCarthy, and 
a (tmH'swr <(e-icted Whitewater as unorofitable. desenoed the ClifitBIg ** "passive 
JSSSk- «l coneiudSTthat the ftUBmfib exercised total control" over W« I M 
••‘aitnca that die Clintons poured 568.900 WhitCNyatg without any return, while the 
MeDoucais accounted for $9 a 2G0; omitted jjatelgSg^ S550,000 land purchase com die 
Imereanonai Paper Co. which Qlnipn granted' tax breaks: included a disclaimer that the 
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rerun's financial findings " shouldn't construed :o r epresent :hc resuic of an attest icrv;cr 
or compilation of financial statement. due ;o xs nature of ;he engagement and incomplete c- 
'mavaiiaoie records.'* 

Donald Mackay - former C S. Artcrr.c; unaer 7 rrr:der:ts Nixon end Ford; chosen to repicce 
?z-\r. Z222Z » d«ad of the tnvesnga tiv.a j: On* .Arkansas $&L; currently heads the Fraud 
Division at Justice. 

Madison Financial Corporation - Madison -"jarar.tv’s wholly owned real estate subsidiary 
whose president was James McDcurai : may have covered overdrafts at Whity.vctcr . 

Madison Guaranty - a Little Rock savings and loan which was shut down by the rede mi 
Government in 1989. at an estimated cost to taxpayers of S47 million to S60 million: grew 
25-frid during Ciioffinis governorship; owned by James McDousai: hired Sarah J. Worsham 
as a senior vice president. 


Richard Massey - a partner in the Ro se Law Finn: represented Madison Guaranty along with 
Hf’lar.* Rodham Clinton before state regulators. 

Master Marketing - the Little Rock acvertiring firm owned by Susan McDongai which 
changed its company description to a real estate venture following the purchase of 
Whitewater: was issued a S300.000 S9A/ Caoital V&gg ggsaignl loan. 


James McDougai - owner of Madison Guaranty; pan owner of the flfjfir Kingston along 

t_ 1 /—• TI— T* : .—J C 


with then Clinton rides 


ucker and Steve Smith; president of Madison Financial 


Corpor ation : die Clinton s’ partner in Whiigwate: J2ghSiaBSBSaL CflJSJ noet Q ifi l 011 wh,ic 
wcrk::;g » an aide to Senator W Fuibrignt uf Arkansas; served for a year as then OghSSSI 
Clinton's top economic adviser: spent S 90,000 in personal funds on an unsuccessful bid for 
Consrcss in 1982 against Rep. John Paui Hammcrschmidt (one of frfcQgagai s biggest 
contributors was j WjUiam £ail2ll£faS) » indicted la 1989 on fraud charges in cotmccr.cn with 
Mad:?oc and later acquitted: allegedly approved fraudulent loans of $250,000 and diveneu 
money to the campaign of several powerful Arkansas politicians including Qmton and Jim 
Guv Tu c ker specifically is said to have diverted money trom tykuiison Guaranty to heip repay 
debts Ich over from Clinton’s 1984 re-election campaign (the campaign's only debt was to 
Clinto n who had contributed $50,000 to help finance his own candidacy); claims to have 
delivered $35,000 in campaign checks (some of which are suspected to have been improperly 
diverted from Madison) to Bctsev W right after a fund-raiser in the spring of 1985; has 
acknowledged that $1 10,000 of the $300,000 Managgncnt loan to Susan ^ 

McDouet d was invested in Whitewn tcr: claims Ssvgig ByncffAh a fe ;*** ^ " ch °j. ( ’ e ‘ cr 
Arkansas state regulator; maintains that then Gov ernor -Clinton loobicd. him to hire isiii y*' 
Cllmor to represent Madison becauso Clinton said "his family was in aced of 
financial heip"; claims he recalls the Clintons investing about $9,000 in Wbttrxaf g; nas * ,ccr - 
subpoenaed to appear before a Federal grand jury in Little Rock; suffers from manic 
depression. 

Susan McDougai • cx-wife of Jon^^l^ojiggi; parser in W^c^te^gvejqpxqcqt Ogg^ 
defaulted on a S3 00, 000 Small Business Administration loan made by £apjtgj Slices 
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.vianaggrr . gn: ir;c. :c her unic Rock advertising firm. Master Marketing (mere than a third :i 
the mcr.cy was usee :o buy land for Whitewater Deveieggey Coro, from the international 
Paper Co.): her same is on one of *nc $3,000 cashier’s checks widen the RTC mmea ever ;o 
the Jusuee Depsmserxt; recipient mczz with her brothers. James ana William Heniey of 
substantial ccmrsirsions for land srhe.- ions Maniacs G uaranty (including payments of mere 
than 57:2.000 curing a three- ymr period while ::cr husband was president of die S&L); 
claims to have turned rrcords concerning W’hitcw.r t.-r Develorrment C om, over to the Clinton s 
ic 19S7 at Miliar- Rodham C in tcrfs n.'auest recently charged in California with emoeszimn 
neariy 9100.000 from conductor Zubin Mehta and his wife, Nancy. 

Midlife Investors - a S45.000 partnership with Hi!iarv Rodhnm Clinton. Webs t er Hubocli. 
and v ; cce Foster nasiiug each othci vnor their spouses) as beneficiaries; ’was finalises into a 
blind trust by Vtr.ce Foster dues days after he commined suicide. 

Mitchell. Williams. Seiig, Jackson, tad Tucker - law firm that at one time represented 
Vfftft I ter. while one of its partners, Jim Guv Tucker, was securing a S 1 million loan 

from Madison Guaranty; also represented Capital Management T .ns^: employed 3.cver:v 3 as ser 
^phaiTcr as the attorney for Madison . 


Bernard Nussbaum - Whits House Counsel: former colleague of Hillarv-Roab ara Center, 
while working cr. the House Judiciary Committee to impeach President Nixon; reportedly was 
the first io scarce Vince Fo ster" s oiTIce after his suicide; refused to permit Park Police 
investigators to examine several documents, ’’citing executive and attorney -client pirviieges 
runicd ever a stack of papers including F oster's diary and part of the missing Whitewater fuc 
to Hamilton : supported William jCer-r.gdv ’s dismissal of David Hale’s allegations. 


Leslie Patten - head of the Denver-based accounting Finn of P3tten. McCarthy, and 
Associates which issued the Lvcn’v report; long-time friend of Jlpn ^yons: formed a sank 
holding company with ^vonx and others (opened two banks, one or which was liquidates by 
Colorado state regulators). 

Charles Peacock - father of Ken Peac ock; a major Mad ison borrower and a aemoer c: the 
thrift’s beard of directors who claimed he was also baffled by the checx (that was usea :o 
help redre C: inter, s 1984 gubernatorial campaign debt) which bore the name of his son. JCcn 
Peacock. 

Ken Peacock - an Arkansas businessman whose aazsc :s on a S3 ,000 cashier s check used to 
help retire dimes s 1984 gubernatorial campaign debt (the RTC rumed the check over to the 
Justice Department); says he never made such a donation (at the time, he was a /.4-year-oid 
ccilege student). 

Janet Reno - Attorney Gencr n i; removed Michaei Shahcen from the directorship of Jusnce s 
Office of Public Responsibility; asked by President Clin ton » name a special counsel :c 
investigate Whit ewater on January 12. •??* ‘.This ;icw investigation wtil not halt the Little 
Rock special grand jury probe of Madiso n); aarned Robert Fisks to be the Whiyewnt^ special 
counsel on January 20, 1994. ‘‘ 
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Rost Law Firm - prominent L;tde Rock law firm whies at one time employed Hillary 
3aa3aajQifiBB. IZbssJshsz- 2£shzs£ dus&i, 22 Uiaa &aa££, ** Richard ^Lssr 
foujat :o iceep MaaufflB in business .n 1983, when we Arkansas Secunnes Commissicc was 
threatening to ciose it down; later suea M«nisn«i'> iccauntin; Sia, Frost and Co., on behaif 
os the FDIC. origin of a cail (from ar. mknowr. sailer) which -was placed to Vines c nff .. .j, c 
meeting cf the day he committed suicide. 


Archie Schaffer - husband w Bcvcriy Basse- 0 f Seazcor Dale 3umpen; 

waa a .tugs campai^r* contributor *c C^nrqp'*: jucematonai rc-eic c ti cu campaign; cu r r en tly as 
executive at Tyson :eeds (owned by Oaa Tyson who also is described as a serious C!;n?on 
financial backer). 

Bt' trJy Bassett Schaffer - the Clintes - appointed state regulator in charge of savings and 
leans in the early 1980s; approved Madison G uaranty's novel plan (which was never 
implemented) to sell preferred stock (after McDougai Waff helped Clinton cover his debt); 
previously served as MiWtiscxiLS lawyer while working ax the law firm of Miteheil. Williams. 
Seiig. /.ickrum. aqd X\{ g * ger (wrote a memo describing failure Co comply with land 

law m the Camocbcllo project as 'willful"); currently employed as Wright. Undsev. an^ 
ienmr.gs . 

Security* Bank of Paragould • owned by Martin jgckson; was supposedly placed in a blind 
trust by Jmzksoq when he was appointed state banking commissioner: lent Bill Clinton money 
wnich he then used to pay off more than S20,000 of a WMtewnter lean. 

Michael Shahten - director of Justice’.*- Olfice cf Professional Responsibility for the past 18 
years: involved in the investigation of Vince Foster'!; suicide note: removed from OPR by 
Attorney Gene ral Rea p; reportedly will be offered a suitable position elsewhere by Rcfip: 
(OPR has been temporarily placed under die supervision of former Clinton campaign 
volunteer, Michael Bromwich) . 

Maurice Smith - a senior aide to (hen Governor Clinton who owned and operated the Back 
a£ Cherry V *llev appointed Di r ector of .Arkansas State Highways and Transportation by 

Clin ton. 

The Stephens Family • controls the Wcrthca 3 fm *jny f yporanpn and Stgghens Brokerage 
tnc.: Evolved in the BCC1 and BNL cases. 

Patsy Thomasjon - White House aide: veteran of Arkansas Democratic Party politics: was 
ones an executive vice president at Lasater and Co. (Dan R. Lasater was the head of Lasater 
and Cj. and a major Clinton contributor. Lasater and Co. earned some SI. 6 million in 
commissions for handling Arkansas state bond issues at die same time Dan Lasater was under 
investigation for cocaine distribution. Lasater was sent e n ced to 30 months in 1986. L as a te r 
and Co. also hired Bill Clinton’s half-brother, Roger); former Clinron -appointed chairman of 
the Arkansas Highway Commission: involved in die search of V»ncc Foster's office following 
his suicide. 

Jim Guy Tucker - current Governor of .Arkansas: received m o re chan SI million in loans 

»t‘* 

. 8 


(5V1 



2895 


:‘:orr. Matosa at ssse h:s aw firm. Mitchell. Viliam. getig^ Jackson, ms Tuc ker 

represented investor with arth %'ars is -astJg Grande. later negotiated a 50% 

recursion of his debt: secured loans from Car-mi Management S erpen Tnc: former Cllr.tor. 
™ic: owned the 3ank of Kinder aicr.g witn fames Mc Pougai and then Glr.to n lice Stc'.e 
Smtth. 


V'alue Partners - Hillary Rodham Clinton *g investment group; had about SI. 2 million 
invested in !0 health care stocks, cr about 13% :f its total portfolio in December 1992; ’sole 
short* on severer health care stocks after gsllar/ Rodham CMmon iwd become actively 
t&vcived in dioonj health care tasx force: was d ualize d into a blind trust by Vinee p»$ter 
three days after he committed suicide. 

Chris Wade - an Arkansas reai estate agent: managed Whitewater throughout the 2980s on 
behalf of the Clintons and Mep^up^- claims 'he Whitewatcp venture was not a "money 
loser ’: claims that he suggested to Hillarv Clinton ±ar she seek power of attorney over 
Whitewater and that she purchase - model home on one of the Whitewater lots to try to spur 
sates: claims that he also suggested to Hfflarv Clinton that she buy back that same property 
from the owner who was failing to make payments on the property (Hillary Clinton followed 
Wade'; advice is September 1988 and re-purchased the property for $8,000 and then sold it 
rwo months later for S28.000.); a partner with McPoug ai in Campobello. 

Seth Ward - Webster_Hubbcirs faihcr-ifl-iaw: was an officer at Madis o n Financial 
Co rporation (a subsidiary of Madison Guaranty) at die time Hubbell represented the RTC 
against Mndicrm- invested in the Cistie Gran d e Project and defaulted on $587,000 in loans 
from Madison; purchased the Piper Seminole urpiaac from James Me Doc gal . 

Whitewater Development Corporation - a land development company which evoived from 
a reai estate partnership formed in »9 T S by die Clintons and McDougals : (The p ar tn ers hip 
purchased a 230-acre property located aiong the White River m the Arkansas Ozarxs for 
$253,000 by borrowing $20,000 from Little Rock' 3 onion Bank for the downpayment. In 
197?. the property was substazztiaily revalued upwards and transferred to the newly formes 
Whtrcwater Develop men t Carcoraticr. . Four years later, the initial $20,000 loan wus 
refinanced at the 5ytk of Cherry Valiev. h sold 24 Whitewater lots in 1985 in exchange fer 
$55,000 and a twin-engine Piper Seminole airpiane valued at about $50,000 (which was no; 
reported on the Clintons 1 tax mans); purchased $10 acres from (he International Paper Co. 
for S5 50.000 with a $110,000 down payment (parr of Siym v^ gougii’s 5BA loan) in 1986; 
was s tr u ct u red to enable the Clintons to receive half of the profits with little or no investment: 
the Clintons sold their half-share to Jiyn McDoupaj fer 51.000 in December 1992: the 
Cli ntons' claim they tost $68,900 on the deal although it is unclear how much tile Clintons 
invested in Whitewater. (According to the IRS. the Clintons could have legally cluimed 
S3. 000 annual deductions until the whole loss was written oft) 


Margaret Williams • HHlarv Clinton s chief of staff: former communications 

director at the Children s Defense Fund: former press deputy nt the Democratic National 
Committee: involved in the search cl' V-' ^tc Foster ‘ \ office following his suicide. 
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vjran J. Worsham or Sarah J. Hawkins or Sarah Worsham Hawkins . one-time bank 
examiner for the Federal Home Lean Bank Board (FHLBB); wrote in a 1984 FHLBB reper: 
that Ma dison had engaged in "unsound lending practices" and had improperly booked, or 
recorded, proms that could "adversely affect net worth."; within months of the FHLBB reper 
hired by Mad i son ns a senior •••ice president it $65,000 and worked on a refinancing end 
preferred stock pian to keep Madisc n in business; was a me m b er of Madispn’f board of 
directors and a member of Madison ; management committee which oversaw loans; accurdin 
*o i foiiow.up 1986 rHLBB investigation, was one of several Madison ofgceri who obtained 
.unsecured loans (.Worsham/Haw kins obtained i S5.000 unsecured loan) and signed a FHLBB 
c?ai:e«and-desist order for Madiso n. 


Worthcn Bank Corporation - held a lien on James McDougaTs interest In Mad ison 
<jy_nr y-?y provided Ci inton > Presidential campaign with a 83.5 zillion line of credit days 
before Super Tuesday; controlled by the SlSE^gM which has been linked to the 3CC.' 

v.a BNL cases. 

Betsey Wright - a longtime Clinton aide and his campaign manager in 1984; eiaims she 
recalls filing post-election contribution reports that included individual contributors for the 
1 985 spring fund-raiser (involving the four questionable checks) as required by state low but 
is unable :o iocztc them; currently the executive vice president of the Wexler Group, a 
Washington public affairs which is a unit of Hill and Knowiton Inc. 

Wright. Lindsey, and Jennings - a Little Rock law Sen that has employed at one time or 
another Bill Clinton . Beverly Basses Schaffe r, and Bmcc Lindsev. 


Sour: n: Chicm Sun-r.rrrr -., Chicago^:! tun e, .Qnffltit $ctfscg MggjgO ggT <£ S1 c gfrff* the 

Heitor. Cbrcqicl e. Hum an i-ygpg. the Lg pi I.r.cUimgct. *Jie l *Qi 'UPtet dffl** . frlQSiH l 

Mcrrnre N>wy ‘ wtwfgjt magma. . die VQfK r ' mei * Jxm Kh M^ dc> g* t ta-* wl PmS» ^wuwativ* '***** 

!.*sea j Memoranou.ni to RcmOlican Member* of Consresa regarding Whitewater. foM P>11 , 2fl£S-f3flSll£a_ 
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Mrs. Clinton s Ex -Law Finn Defends Whitewater Role 


By Ellen Joan Pollock 

Stuff Reporter of Tiir Wall Sxurrr Journal 

Partners at Hillary Rodham Clinton s 
former law firm in Arkansas say they fully 
disclosed to federal regulators their work 
for the thrift at the center of the Whi- 
tewater affair. 

A lawyer for the Rose Law Firm also 
said Mrs. Clinton played a much smaller 

role than has been 
reported in repre- 
senting me thrift, 

Madison Guaranty 
Savings A Loan, in 
a matter that came 
before a state regu- 
lator appointed by 
then-Gov. Bill Clin 
ton. 

The Federal De- 
posit Insurance 
Corp. has been looking into whether the 
Rose Law Firm fully disclosed its prior 
relationship with Madison when the firm 
was hired by regulators to handle a lawsuit 
the thrift had filed against its auditor. The 
FDfC took over Madison in 1989. 

The Clintons partnership with Madi- 
son's owner in Whitewater Development 
Co. is being investigated by an indepen 
dent counsel appointed by U.S. Attorney 
General Janet Reno. Among the questions 
the prosecutor. Robert Fiske Jr., is likely to 
look at is whether money from the now-de- 
funct thrift was improperly used to pay off 
Mr. Clinton s campaign debt when he ran 
for governor. Friday, it was also disclosed 
that a federal grand jury had subpoenaed 
records from current Arkansas Gov. Jim 
Guy Tucker and others involving the Clin- 
tons' role in Whitewater. 

In interviews last week. Rose partners 
said that on several occasions, two part 
ners at the firm alerted thrift officials to 
potential conflicts because of their rela- 
tionship with Madison. Each time, regula- 
tors decided that the potential conflicts 
weren't of consequence, the lawyers said. 



Typically, under legal-ethics rules, con- 
flicts of interest are mitigated by full 
disdosure and clients’ approval of the 
firm's continued representation. 

There were three areas of concern over 
conflicts, according to Rose partners. In 
the mid-1980s. Mrs. a in ton and another 
lawyer in the firm represented Madi- 
son in two matters before the state securi- 
ties commissioner. According to Rose part- 
ners Ronald M. Clark and Gary N. Speed, 
that prior representation was disclosed to 
the FDIC by then-partner Webster L. Hub- 
beU. Mr. Hubbeil is now associate attorney 
general. 

Mr. Speed, who did most of the work for 
the FDIC in the suit against the auditor. 
Frost A Go., recalls that when be became 
involved in the case, he was "concerned" 
that the firm's prior representation of 


question with Mr. Hubbeil. "He assured 
me later that it was fully disclosed I to the 
FDIC I and that there was no problem. " 
Mr. Speed said. 

Mr. Hubbeil couldn't be reached for 
comment. Carl stern, a Justice Depart- 
ment spokesman, said that Mr. hubbeil 
has said he "orally'' disclosed the prior 
relationship to the FDIC. 

Mr. Speed also noted that the law firm's 
position in the suit against First over 
audits conducted in the mid-1980s "was not 
inconsistent" with any work the law firm 
had previously done for Madison, a key 
factor in any conflict-of-interest analysis. 
"We hadn't done any review of ... the 
financial statements of Madison, he 
said. 

Charles W. Wolfram, a legal-ethics spe- 
cialist at Cornell Law School, said he sees 
"no problem at all" in Rose s representa- 
tion of the FDIC because, once the agency 
had taken over Madison, it was "not an 
adversary of the SAL. . . . They're just like 
a trustee in bankruptcy." 

Mr. Speed said he continued to worry 
about potential conflicts and to make fur- 
ther disclosures. Particularly worrisome, 
he Mid. was the relationship of Mr. Hub- 
bell's father-in-law. Seth Ward, with Madi- 
son. Mr. Ward, a former Madison em- 
ployee. had settled a tangled court dispute 
over Mies commirsions and a loan he had 
received from fri thrift. His settlement 
reduced the amount that Rose was able to 
demand from Frost for losses sustained by 
the thrift. 

Mr. Speed Mid that to allay the firm's 
conflict concerns. Mr. Hubbeil' s relation- 
ship with Mr. Ward wes disclosed by Rose 
lawyers to Resolution Trust Corp. attorney 
April Bresiaw and other thrift regulators 
during "numerous conversations. 

Mr. Speed said he and Mr. Hubbeil had 
another conversation with Ms. Bresiaw on 
the subject of conflicts after Rose lured an 
attorney who had once worked at Madison. 
"She concluded that it was not a problem. ’ ‘ 
he said. Ms. Bresiaw declined to com- 
ment. 

Peter Kurape. a Little Rock lawyer for 
the auditor. Frost, said that the Rose Law 
Arm’s connection with Madison was "no 
secret at all.” He said that Ms. Bresiaw 
was actively involved in the litigation and 
that be assumed she knew of Rose's rela- 
tionship with Madison. 

The FDIC has said that it knew about 
the relationship between Madison and Mr. 
HubbeU's father-in-law but that its lawyers 
didn’t recall being told about Rose's previ- 
ous representation of the thrift. In a state- 
ment, the FDIC Mid it was investigating, 
although it had "no reason to believe we 
were misled. " 

Rom partners also said they don't be- 
lieve Mrs. Clinton s role In the Arm’s 


conflict of interest. He said he raised the 


state's securities com mi ssioner was im- 
proper. “We don’t see that Hillary's done 
anything unethical in this situation. Mr. 
Clark said. 

Mrs. Clinton was involved in represent 
ing the thrift before securities commis- 
sioner Beverly Bassett Schaffer, who was 
appoi n t ed by then-Gov. Clinton. At issue 
was the thrift’s e ffort to gain state regula - 
tory permission to issue preferred stock. 


that Richard Massey, another Rose attor 
ney. did almost «il of the work. One Rose 
lawyer said he doesn t know of "one 
instance" in which Mrs. Clinton appeared 
before a state regulator "and I don't know 
anyone that does. 

The fact that Ms. Schaffer had commu 
nicated with the Rose firm in a letter ad- 
dressed "Dear Hillary" had raised suspi- 
cions that Mrs. Clinton had been directly 
involved in pressing the matter before Ms. 
Schaffer. 


In an interview, Ms. Schaffer Mid that 
Mrs. Clinton “never came to any meet- 
ings." Charles Handley, an aide tc Ms. 
Schaffer who worked on the Madison mat 
ten. also recalls no instance when Mrs. 
Clinton dealt with the state securities 
department. Ms. Schaffer said that neither 
she nor her staff knew of the Clintons 
business dealings with James McDougaJ. 
Madison's owner. She said she merely 
"concurred" with the Rose firm's opinion 
that the stock plan wasn't inconsistent 
with state law. No final plan was filed with 
the department, "much less approved by 
me. as securities commissioner." Ms. 
Schaffer said. 

As evidence that Ms. Schaffer wasn t 
simply doing Madison's-or Mrs. Clinton s 
bidding - Mr. Clark points out that the 
securities commissioner made it difficult 
for the thrift to pursue a separate plan 
involving the operation of a brokerage- 
firm subsidiary. Madison's broker/dealer 
application was approved by Ms. Schaffer 
in the fall of 1985 but only on the condition 
that it met the federal net capital require- 
ment by the end of that year. That deadline 
passed unmet 

The Rose firm has also come under 
scrutiny because Madison put the firm on 
retainer for the work supervised by Mrs. 
Clinton. The Arm collected S2.00Q a month 
for a 15-month period. Mr. Clark noted, 
however, that the firm eventually "deter- 
mined our work was so sporadic that we 
couldn't justify the retainer." In July mi. 
he said, the firm returned S6.400 to Madi- 
son. 


i Citicorp, U.S. i 
In Talks to End 
Regulatory Pact \ 


Company Might Reinstate ; 
Dividend if Comptroller j 
Curtails Supervision 

By Steven LinN 

! .Stall Reporter of Tmk Wall Stha.lt Jin m> u. | 

NEW YORK - Cttkarp is holding talks ' 
I with the Comptroller of the Currency to 
' end the strict regulatory supervision the I 
1 banking giant has been under for the past j 
; two yean. The move could paw »h- 
way for Citicorp to reinstate its dividend by 
I April. 
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i tic itunniory agreement, which gives 
the Comptroller extraordinarily broad 
powers over Citicorp, was imposed in 
February 1992 as the bank was struggling 
to recover from billions of dollars of bad 
loans. Although the entire banking indus- 
try fell victim to the real-estate slump in 
the early 1990s. Citicorp s problems were 
worse than most, prompting regulators to 
put the bank on a tighter leash. 

Citicorp's financial position has recov- 
ered since then as it built reserves and 
capital while slashing costs. Last week, the 
bank reported record 1993 earnings, which 
are expected to help Citicorp build a strong 
case with Uie Comptroller. Although people 
familiar with the talks say there's a good 
chance the pact will be terminated, they 
cautioned that it is not guaranteed. John S. 
Reed. Citicorp’s chairman and chief execu- 
tive officer, recently told a group of 
consumer bankers that the memorandum 
of understanding will be reviewed next 
month in the hopes of terminating the 
pact 

"It certainly could happen in Febru- 
ary." said one person familiar with the 
discussions. Both Citicorp and the Comp- 
troller declined comment. 

Wall Street analysts said that if the 
regulatory accord is lifted. Citicorp's com- 
mon stock dividend could be reinstated bv 
the end of the first quarter, perhaps at the 
company's annual meeting. Most expect 
the dividend won't be more than 50 cents a 
share annually. Regulators forced Citicorp 
to suspend the dividend in late 1991. before 
the regulatory pact was siened. 

Td be real surprised if they didn't 
initiate something ' involving the divi 
dend. said Diane Gloss man. banking ana 
lyst at Salomon Brothers. It's most likely 
to be a token dividend initially. " 

Aside from the possibility of a dividend 
reinstatement, the cessation of the pact 
would give the nation s biggest banking 
company further room to expand business 
lines. Among other things, the agreement 
has restricted the bank's ability to expand 
through acquisitions. Mr. Reed recenih 
*.,M -r.-'ovees that although Citicorp wilt 
be rutting additional costs, there will be 
\stpMM Pliable for growth. 


Citicorp wasn't thr *:r- so called 
money-center bank to come under tighter 
regulators' scrutiny. When BankAmenca 
Corp. faced acute financial difficulties in 
the mid-1980s, it also was required to sign 
an agreement with regulators. 

In late 1991 Citibank, the banking com- 
pany's main bank subsidiary, was also put 
on the Federal Deposit Insurance Corp.'s 
list of "problem" banks, a list reserved for 
banks in dire financial straits. It has since 
been removed from the list, people close to 
the bank say. The FDIC declined com- 
ment 

Like the rest of the banking industry. 
Citicorp's recovery has been helped by 
wider net interest margins, or the differ- 
ence between loan rates and the banks' 
own cost of funds. In addition, the real- 
estate market has stabilized and became 
more liquid, allowing for the sale of some 
assets. Close "dilatory scrutiny also 
helped the bank recover. 

"A number of areas of {regulatory! 
concern have been either totally or par- 
tially alleviated.*' said Ms. Glossman of 
Salomon Brothers. 

Since the 1992 agreement. Citicoro has 
sharply raised its capital ratio througn 
asset sales and stock sales, as well as 
greatly reduced expenses. In addition, the 
company overhauled its management by 
putting in new systems for tracking the 
risks from loan portfolios. It tapped Chris- 
topher Steffen, the former chief financial 
officer of Eastman Kodak Co., to oversee 
financial controls and expense manage- 
ment. 

Problem loans are also on the mend. 
Nonperforming real-estate loans have 
fallen to S4.1 billion, from S5.6 billion one 
year ago. while reserves have risen to 100% 
of nonperforming commercial loans, from 
20% three years ago. It is now considered 
"well-capitalized" for regulatory pur- 

The decline in problem real-estate 
loans is "better than I predicted." Thomas 
Jones, executive vice president, told ana- 
lysts last week. Another strong sign of 
i m prove d financial condition was a state- 
ment by Moody's Investors Service Inc. 
that said it was reviewing Citicorp's Baa l 
credit rating for a possible upgrade. 
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Tigert’s Hearing for FDIC Post Expected on Feb. 1 


Word last week was that Feb. 
| is the date for Ricki Tigert’s 
confirmation hearing before the 
Senate Banking Committee. 

The Washington 
lawyer was nomi- 
nated Nov. 17 to 
head the Federal 
Deposit Insurance 
Corp. She is expect- 
ed to win Senate ap- 
proval as no oppo- 
sition has suiftced. 

* * * 

Former Sen. Alan Dixon has 
signed on as legislative counsel 
to the American Council of State 
Savings Supervisors and will ad- 
vise the organization on the ad- 
ministration’s plan to mage the 
federal banking agencies. 

Until his upset defeat in the 
1992 Democratic primary, the 


Illinois Democrat was among 
the most powerful members of 
the Senate. 

* * * 

Boston-based activist Chari^ 
R- Stith has been named to the 
National Advisory Council of 
the Federal National Mortgage 
Association. The council is 
made up of industry executives 
and activists. 

• * * 

Treasury Secretary Lloyd 
Bentsen will appear before the 
House Banking Committee in 
early February, probably on the 
8th, to kick off the panel’s inqui- 
ry into the administration’s plan 
to consolidate federal banking 
agencies. 

The ad min i s tration appears to 
be stepping up its campaign to 


merge the agencies. Last 
Wednesday, Treasury Under 
Secretary Frank Newman 
briefed a group of House Bonk- 
ing Committee aides on the 
plan. He had briefed Senate staff 
members the week before. 

Among other thing*, he said 
that the Treasury had begun a 
cost analysis to see how much 
money could be saved by a 
merger. 

Meanwhile, Mr. Bentsen has 
joined the ranks of those em- 
ploying euphemisms far the 
1987 stock market crash. First, it 
was called a “market correc- 
tion” by revisionists. Then it 
was termed a market break. The 
Treasury secretary’s choice: 
“sharp decline in equity prices.” 

He used the term in a recent 
letter to beads of the Federal Re- 
serve. the Securities and Ex- 


change Commission, and it 
Commodity Futures Tradin 
Commission asking that they n 
establish an interagency workir 
group that was set up after th 
uh sharp decline in equii 
prices. 

* * * 

The General Accounting C 
free plans to review the con 
mem letters regulators get c 
rules propo s ed to revamp Cor. 
muaity Reinvestment Act e 
forcemeat. Comments are di 
by Feb. 22. 

Rep. Joseph P. Kennedy : 

asked the GAO to go throui 
the comment letters and repc 
on the concerns expressed. T 
congressional watchdog age 
cy’s report will help the Mass 
chusetts Democrat direct hes 
ings he plans on CRA. 
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Reno Sends Lenders a Message awas mm 

With Penalties in 2 Bias Cases Monday. January 24. /9V 4 


By CLAUDIA CUMMINS 

WASHINGTON — In an- 
nouncing lending-bias settle- 
ments with two small banks on 
Friday, Attorney General Janet 
Reno sent a powerful message to 
lenders: Shape up before the Jus- 
tice Department comes calling. 

In the cases, the attorney gen- 
eral included significant penal- 
ties as pan of the settlements, in 
order to punish the banks for not 
steps to end discrimina- 
tion until they were prodded to 
do so by the department. 

Had they taken a more prone- 
tire approach, Ms. Reno said, 
government sanctions would 
hare been far less severe. 

“For those who thumb their 


nose at us, I promise vigorous 
enforcement,” Ms. Reno said. 

The settlements «nnAnmd 
Friday were the third and fourth 
ever reached with lenders ac- 
cused of discrimination. 


First National Bank of Vicks- 
burg, Miss., was fined $800,000 
for allegedly charging blacks 


N 

ews 

A 

nalysis 


more than 
whites for cer- 
tain borne im- 
provement 
loans. 


Comptroller of the Currency 
Eugene A. Ludwig, whose office 
r efer r e d the case to the Justice 
Department, joined Ms. Reno in 
announcing the settlement at a 
news conference. 


The attorney general also 
reached a $125,000 settlement 
with Blackpipe State ^ of 
Martin, S.D. The bank discrimi- 
nated against inrf»«n« the attor- 
ney general said, in port because 
it refused to make secured i««n« 
where the collateral was located 
on a reservation. 

The settlements are the first 
that move beyond differences in 
loan application denial rates be- 


looked into differences in fi- 
nance charges and other loan 
programs. 


Pint with Small Lenders 

The erses also were the first to 
involve small lenders: Vicks- 
burg has assets of $277 million 
and Blackpipe assets of $18 mil- 
lion. Until those a g reements, the 
attorney general’s staff had fo- 
cused its efforts on larger lend- 
ers. hoping that high-profile 
probes would send shock waves 
through the industry. 

’’Today’s actions demonstrate 
that we will tackle lending dis- 
crimination wherever and in 
whatever forms it appears,” Ms. 
Reno said. “No loan is exempt, 
no bank is immune. 

“We will look into all types of 
loans in all kinds or' banks, from 
big banks in big cities to small 
towns and small banks,” she 
added. 

A comparison of the settle- 
ments announced Friday with 
that reached in December with 
Shawmut National Corp. is re- 
vealing. To settle the Shawmut 
probe, the government institut- 
ed a $960,000 fine, all to be used 
to compensate victims. 

No punitive damages were 
imposed. Ms. Reno said, be- 
cause Shawmut already had tak- 
en serious steps to rectify its mi- 
nority lending record before the 
Justice Department began in- 
vestigating it. 

Lack of Remedy Cited 

First National of Vicksburg is 
only about I/I00th the size of 
Shawmut, but its $800,000 pen- 
alty rivaled the larger bank’s. 
That settlement included a civil 
Penalty of $50,000. 

The difference? The Vicks- 
burg bank had taken no remedi- 
al action before the investigation 
was instituted, Ms. Reno said. 

But officials at the bank dis- 
agree. John C. Wheeless Jr., a 
member of the board of direc- 
tors, said the bank had taken sig- 
nificant steps to improve its mi- 
nority lending record, inHuHing 
the establishment of a fair-lend- 
ing committee and other “sub- 


stantial procedures,” he said. 

“Our primary thrust was on 
what the regulators had com- 
plained about the most, which 
was improper declines,” he said, 
noting that the bank had no 
problem in that area. 

Home-Loan Products 
Instead, the investigation cen- 
tered on two small home-im- 
provement loan products: a sin- 
gle-pay loan, in which the 
interest and principal were due 
at the same time, and a monthly 
installment loan, which charged 
a higher rate. 

Blacks and whites who chose 
the same type of loan were not 
charged different rates, Mr. 
Wheeless said, but more blacks 
purchased -the second product. 

When the two loan products 
are combined, the total differ- 
ence in charges between blacks 
and whites was $6,000. About 
170 minority customers were 
discriminated against, the J .s- 
tice Department alleged. 

“I think the main message is 
that the fair-lending laws arc 
much more sophisticated and 
require much more training 
than the banks have realized so 
far,” Mr. Wheeless said. 

Mr. Wheeless’ frustration 
with the fair-lending probes is 
echoed by others in the industry. 

“We’re dearly looking hard to 
eliminate discrimination,” said 
Warren Lasko, executive vice 
president of the Mortgage Bank- 
ers Association. “It’s frustrating 
for lenders to main? what they 
think are good-faith efforts and 
still have held over them the 
threat of investigation.” □ 


T« Washington Post 


Saiuhmy, January 22, 1994 


2 Banks Settle Discrimination Allegations 


mers 


By Jerry Knight 

*W«arwUI«nw 


The go v er nm e nt yesterday ordered a South Dako ta 
bank accused of charging higter interest rates on Iona to 
Native Americans and a Mississippi bank blamed far dia- 
crimioating against blacks to start remedial tending pro- 
grams for mmarity customers. 

Bbdcpipe State Bank in Martin, SD., and First National 
Bmk of Vicksburg, Miss^ agreed to set up serial low- 
interest loan pools for minority borrowers and to give cash 

a etttemen ts to customers who were overcharged or denied 

loans because of their race. 

The two cases, announced by officials of the Treasury 
rodjert ice departments, are the latest in a Clinton admm - 
“tratioo campaign against racial discrimination in banking. 

A month ago, Shawmut Bank of Boston was hit with a 

-3- 


$1 iniffian penalty— the big gest ever— for lending bias. 
Regulators are preparing to bring charges against several 
other financiri institutions for d te e rna k toey tending prac- 
ticea, government offiriala said yesterday. 

Comptroier of the Currency Eugene A Ludwig, the 
government ! chief banking regulator, said the recent cas- 
es are me ant to sen d " A meamg e fo r those in foe business 

Equal opport u n i t y is the tew of the land. We wffl ortxce 
the tew* 

Regutetors said the case against the Vicksburg bank be- 
gan when an analysis of the bank’s mortgage tending 
showed relatively few home loans being made to blacks. 
Examiners determined that the mortgage pattern was not 
the result of discriminati o n but found blacks were beng 
charged interest rates as much as 10 percentage points 

CONT. 
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than whites oe unsecured 


To settle charges brought b y the 
fovcnneut, the bank agreed to pay a 
ISOuOOO penalty to the g o w nme nt, 
act np a apedal $1 miflion knHnter- 
** aw n o rit y loan pool and pay $4,400 
each to 1.700 black borrow ers who 


lathe Sooth Dakota case, emao* 
en sad Bbckpipe State Bank refused 
toanheloansto readcataofaneafby 

aa n dsrds for Native American bor- 


Tha hank agreed to pay $125,000 


and to launch a new program to pro* 
ride loans to nonwhite bor ro w ers . 

As is usual in such cases, both 
banks agreed to penalties uapoaed by 
the government but did not admit 
they had discriminated agrinst minor- 
ity borrower*. 


SUMeal studies have long shown 
that blacks and other mmonty bor- 
rowers are more likely to be tuned 
down for loans than whites, but until 
recaariy the government has brought 
rdaMy few chargee agrinat lend- 
ers. 

Now. banking regulators have 


to see that they are bring up 


mett Act That law not only bans dis- 
crimination in lendin g , but aho re* 
qurobaj ^ to m m the fi naocisl 

Thu nduumstration recently pro- 
drimod a new m^jpntatioa of that 
podey. aaying regulators wiH expect 
banks to show they are serving poor 
and minority neighborhoods to the 
same extent th-t they serve affluent 
whfc» areas. Under that standard, a 
bank that has a 10 percent share of 
the market m a city aho should be 
providing 10 percent of their loons to 
poor and minority neighborhood*. 


InwiPr’i B t m i ne— Daffr * Monday. January 24 . ism 


Thrift Bailout Costs May Pleasantly Surprise Some 

Thanks To Low Interest Rates, Expenses Have Held Below Highest Estimates 


At i hr tcmhUM TnmCerp- *iod* 

down ns job of srihag off the nation'* 
failed thrifts. I he final cost of ihr 
bailout is becoming dear, and u\ 
«kjM) better ihaa expected. 

Industry opens indadiap baa k 


betaren SIM bilKoa and SI75 bribe*, 
tndarimt the cons of thrift failures ta 
the years just before the RTC was 
created hw esciudaw in t erest coats. 
Hut's ao« a pakry stun. but it's bdoa 
the worst -case estimate made by the 
BasbadatHustratioam I WO. 

Regulation 

The final cost include* al the deals 
rcsohed after the Federal Sasiaps aad 
Loan Insurant* Corp weal hank rapt 
and takes mho a cco unt the most recent 
appeopnatioa by Congress of SIS.? 
hdhonkwlNosewher. 

la May I WO. the Bask sdminnira- 
tioa ewiauini the cost of the hariou* at 
SMO hUhoa to SIM bdhoa am the 
oeattoa of the RTC. or SIM biliou to 
SIM hUhoa if faded thrifts were 
mriadtd that were sold or liqniditrd 
before the RTC ana eiiabhihad Moat 
estaaaaes at the taae traded to eadade 
pee- RTC thrift icaointMna. although 
the ndanry cribs rewi n d in 201 


failures that had to he handled esen 
before the RTC was act ttfim IWf 

The com is "weH above the original 
estimates ta IW9 but heiow estimates 
in the spring of 1WI and IW’.** saw! 
one congresMooaJ suit aide. Esiimaio 
ooee ran as km as $50 hilkon and as 
high as $2tt» Nihon or more. 

But he added. "It's hard to he 
pleased about SI5S billion. This » an 
outrageous and appalling debacle It's 
jun slightly less than anticipaied.'' 

The RTC'siiN has 61 insolvent thrifts 
on its bands and about S70 Nikon in 
untold asset*. hw expert* bekese the 
cnsH is all bul over Bank regulation* 
dicta Ic that the RTC must he out of 
bonne** by next year. 

"From a puhhc pukcy perspective, 
everything is done. The lire's beta put 
out. but there's suit some smokfenng." 
said Ben Hv. prendeal of c o na uh iag 
firm Ely ft Co. in Alexandria. Va. The 
RTC has bqwdaicd bid thnl t v and sok* 
over S440 Nihon in assets. 

Only a lira years ago. the projected 
co« of the hatlout caused a stone of 
controver s y, since the estimates kept 
rising as taae neat on. Congress 
Mam e d bank regulator* for letting the 
crisi s brent too tong. 

Today, some regulator* believe the 
bailout was a bargain c o mp ar ed to 


S&L Bailout Costs 


■ftwswwdewouwn 

0MW7. mart sue •* 


gWUWA spp r so w mon to prwadt mmWfe Tm— ykwUng SIM 

■RTC Among Act and ftsSnandog. ftssuuewing ana 
uapoveawmAcicnfOi (amain amaarapam. am agamgamaS) Ui? 

■ RTC ComeieMnAaol IMS (kavnappmpnmaM not yut spam I1U 


- btft 

glVkt-174.7 


rato that krU lev* sharply. Alteraaii- thought. ' Ely said 
vely . they could invest the cheap funds Of course, tome say a higher pewe 
in government securities. was paid than I he final figures show 

Lower rates also b r o ught down the "The real cost to society » whai 
RICs borrowing costs und raised the could have been done with those funds, 
value ofthnft assets, many of which are the investment iipponumties that were 


Lower rates also bro ug h t down the 


to mongape haras. F'ued-rate katas lot'' lost that might have created jobs." 


rates hoi dropped so low. With low 
mterta rates, bunks aad thrifts could 


more appeahag when a n e resi n 
drop. 

"A lot of the problem assets 


Jim Bank, furnace professor at Auburn 
Uwsersuy m Auburn. Ala., and lonaer 
rcoaomni at the Federal Home I oan 
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Depositors Call 

Mutual Savings Bank Sales Unfair 


By KEITH BRADSHER 

SpaaaU* Ttm Ntw Y«H Tmrt 

GRAHAM. N.C., Jan. 20 - For 90 
year*, the merchant* and workers of 
this quiet Southern town have stashed 
their spare dollars and sought home 
mortgages at the Graham Savings 
Bank, a depositor-owned savings and 
loan association here. 

Now, in one of many deals reshap- 
ing the savings and loan industry, the 
board of the savings bank has sold it 
to a big bank in Durham, N.C. The 
transaction enriched insiders — (he 
chairman obtained an arrangement 
worth up to 25 years' salarv — but 
infuriated many depositors, who con- 
tend that they were barely compen- 
sated for their stake in the institution. 

Willie Mae Curtin, a Graham Sav- 
mgs depositor since 1958, corned a 
now-popular phrase here when she 
described the payments to the man- 
agers of Graham Savings as "green 
palm slime" in a letter to the local 
weekly newspaper. The Alamance 
News. Mrs. Currin, a daughter of a 
tobacco farmer in nearby Granville 
County, said the phrase came from 
her girlhood. 

"When the pond gets polluted, 
there's green slime on it and some- 
thing needs to be done right away." 
she said 7 

That feeling is shared by a growing 
number of Federal regulators, who 
have watched top executives profit 
handsomely in deal after deal around 
U* country, as depositor-owned mu- 
tual savings and loans have disap- 
peared. Some, like Graham Savings 
are bought by big banks. Others, like 

cfcLSl ee, k Po * nl Savtn 8* Bank >n 
Flushing. Queens, are being sold to 
Investors through the issuance of 
stock. Last year alone, 1 1 1 of thel,343 
mutual savings and loans in the Unit, 
ed Sutes ceased to be owned by their 
depositors, according to figures com- 
piled by SNL Securities L P„ a finan- 
cial research firm m Charlottesville. 

Many state regulators, lawyers and 
,he savings and lo£ 
mdustry have praised the sales as a 
way to allow often-stodgy mutuals to 

*nd compete better with 
banks and other financial rivals. Mu- 
tuals tend to be stodgier than share- 
holder institutions because their 
^ r ^ 1 *"‘ w f r u only the depositors, 
who seldom take an interest in push- 
ing management to compete aggres- 
sively and increase profits “ 

New limits on the deals seem likely 
because Congress and the Clinton Ad- 
ministration are increasingly wor- 
ried that top executives at mutual 
savings and loans are pocketing large 
profits in the transactions. Congress 
needs "to prevent directors from lin- 
ing their pockets at the expense of the 
association s owners, its depositors." 
said Representative Henry B. Gonxa- 
•er. the Texas Democrat who heads 
Jte House Banking Committee. 

Mr Gonzalez and ocher Democrat- 
ic and Republican leaders of the com- 
mittee have jointly Introduced legis- 


lation uisi vwouid tempur <n.v »• •«» mm* 
tale of mutuals, and then impose new 
limits on executive compensation in 
future deals; the first hearing on the 
bill was held last week. 50 miles west 
of here in Winston-Salem. N.C. The 
Independe n t r-deral Deposit Insur- 
ance Corporation board is scheduled 
to draft new guidelines for the deals 
on Monday and Issue them for public 


Purchaser Makes a Profit 
The Federal moves are inspired by 
cases like that of Andy C. Motsinger. 


of Graham Savings when he negotiat- 
ed its sale last summer to the CCB 
Financial Corporation, the holding 
company for the Central Carolina 
Bank and Trust Company in Durham. 

Graham, which had 26 employees 
and SI 10 mi 11 km in assets, was valued 
by an independent appraiser at $20 
million, but effectively cost CCB less 
than $7 million. Because Graham had 
far more capital than regulators re- 
quired for a bank its size. CCB is 
posting a $13 million profit on the 
purchase. Such profits are common 
for banks buying mutuals. 

According to the prospectus for the 
transaction, CCB agreed to increase 
the annual salary and director's fees 
of Mr. Motsinger. who is 70. to 
$112,000. from $113,400, and guaran- 
tee them for five years. CCB will then 
pay him an annual retirement stipend 
of $102,000 for 10 years after that. 
CCB also granted him stock options 
plus $780,000 in free stock and 
$280,800 to pay the taxes on the free 
stock. 

At the same time, CCB agreed to 
allow Graham’s depositors to buy up 
to $20 million of its stock at a discount 
of 5 percent — or a discount of 15 
percent if they agreed to hold It for at 
least six months. Depositors bought 
only $4 million worth of CCB stock, 
repeating a national pattern m which 
elderly depositors of savings and 
loans have often been reluctant to 
move their assets out of certificates 
of deposit and into a bank's stock. 


how many gc lerai pr ;■**.» were in- 
cluded in the 53 percent majority 

North Carolina regulators have ap- 
proved the use of general proxies in 
votes on the sale of a mutual savings 
and loans. 

Mr. Motsinger underwent heart 
surgery last month and stepped down 
as president of Graham Savings 
while continuing to serve as chair- 
man. This will not affect his guaran- 
teed annual salary, said Ronald D. 
Baxter, a lawyer at Ward A Smith, 
the taw firm in Raleigh. N.C. that 
represented both Graham Savings 
and CCB in the transaction. 

To continue drawing the salary, 
Mr. Motsinger must work at least one 
day a month. "He has to show up for 
monthly board meetings," Mr. 
Baxter said. 

Mr. Motsinger declined to com- 
ment. Mr. Baxter said Mr. Motsinger 
and other corporate officers deserved 
the compensation more than the de- 


Regulators are 
concerned about 
profits savings 
executives reap. 

poiitors because the executives of 
Graham Savings had run it success- 
fully for many years. By contrast, he 
said, the depositors had nothing to 
loae during that period because of 


“Depositors never had anything at 
risk, so what exactly are we reward- 
ing them for?" Mr. Raxter said. 


tors, who threatened to block the 
transaction in a proxy vote on Sept 
21. CCB and Graham Sa vings de ci de d 
on Sept. 20 to cut in half the free stock 
and tax payments for the officers of 
Graham Savings and use the money 
to pay a bonus of 125 percent on all 
deposits. Mr. Motsinger kept the 
guaranteed salary, director's fees, re- 
tirement stipends and stock options. 

The deal was approved with 53 
percent of the vote in a proxy contest. 

Rut two depositors. Cary D. Allred 
and Maurice J. Kourv have filed suit 
In s tye c ourt to overturn the vote, die their savU^T'and" 7s»i ~mon- 
* **“ * * “* “ gages, he said. "I saw most of the 

directors cry during those delibera 
uons" to sell the institution, be added 


that Mr. Motsinger'* * salary of 
$108,800 was adequate compensation 
by itself for his work in running the 
institution, particularly m a town like 
Graham, which has 10.000 people, an 
average household income of $24,509 
in ton, and an average house price of 
162,100. 

The top officials at Graham Sav- 
ings "are extremely well paid m com- 
parison to the salaries and wages of 
the depositors, who are manly work- 
ing people like textile workers," Mr. 
Allred, a depositor who is sums Gra- 
ham, said. 

Mr. Raxter also said the directors 
of Graham Savings had not endors e d 
the sate of the institution to enrich 
themselves, but rather because they 
thought Graham Savings had Httle 
future as an independent entity. Its 


as younger people looked 10 mutual 


have chanced the terms of the deal an 
short notice. 

They are also protesting the 
board's use of general proxies — 
statements signed by depositors over 
the years giving the board the author- 
ity to cast the depositors’ votes on 


CONT. 


Graham Savings has refused to sav 
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..a Gaiuuna law says a ' Jiuai 
savings and loan belongs to its deposi- 
tors and bommers. but coun cases 
sane the la:. IMS's have limited the 
legal rights o I depositor* «satd David 
Worth, counsel for the No.ih Carolina 
Commerce Deportment's Savings In- 
staminas Division, which regulates 
savings and loan msututnaa. Depost- 
tars can vote on decisions mvotvmg 
the a m n ut ion's fata, but cannot with- 
draw their stakes except m a bqutda- 


lives duraig the sales of some mutual 
savmgs mstitLiions. But the Federal 
regulatiara apply only to federally 
and state-chartered savmgs and loan 
associations and federally chartered 
savmgs banks — not to state-char- 
tered savings banks. 

Switch M Stile Charters 
Many savings institutions, includ- 
ing Graham Savings, have c hange d 
their charters to become state-char- 


At the Con g re ssi o n al hearing this 
wak in Winston Salem, sentiment 
I North Carolina regulators and 


wore needed. Stephen E. Eubanks, 
the d ivis i on's deputy administrator, 
re c e iv e d o long round of applause 
whan he told the two North Carolina 
D e m oc rat s holding the hearing. Rep- 
resentatives Stephen L Neal and 
M e fvto L Watt, that savings and loan 
d ir e ct or s had as much right i 
bars of Congress to vote fori 


Ernest G RoosHr. the 
and chief executive of the Central 
Bank and Trust Company, 
proposed Federal 
i as “artificial- 
ly sorts liied control" and a violation 
of sums' rights. 

The Office of Thrift Supervi si on, an 
jitrory <if the Treasury Department, 
In 


eral years, partly bo co ua e the annual 
regulatory compliance fees are a few 
thousand dollars a year lower than* 
for other carters. But some de p o rt 
tors contend that the changes of char-' 
ter— which make virtually no differ- 
ence in how an institution is run — 
also reflect a desire by executives to- 
evade Federal limits on compensa- 
tion in the sales of their institutions. 

North Carolina has allowed state- 
chartered savmgs banks only since 
Oct. I. IWl. Since that, two-thirds of 
the state's 111 mutuals hove convert- 
ed into state-chartered savings 
banks, including Graham Savings, on 
May 20, 1 M2. 

Mr. Raster, who represented the 
m ana g e ment of Graham m the sale, 
was the counsel for the state's sav- 
ings and loan regulators whan the 
sum Legislature approved the now 
charters. "I got the IrgMUtmn 
pomod. and then I to ft." he at# m d 
telephone nmWv. 


THE WALL STREET JOURNAL MONDAY. JANUARY 24. 1994 

China to Expand Foreign Banks ’ Rights 
As U.S. Helps With Economic Managing 


iMlatinri In addition, internal Revenue 



thy the 

to 

ties. They said one focus of 
ittacusrtons by the ano-Auert- 
caa Joint Economic Comn dlloe wUI be 
ftndtof ways to kaep CMaa's ect too my 
growtof at a stable, predictable rale - a 
goal that's 


offl* 


days of 


to the banting area. Otiaa said It wig 


devrtopmem of n morecfdcient tax-collec- 
tion system. B eca u s e of the way that 
China'! t a x revenues flow u p from the 
provtacta. revenues rtcdtid by the cen* 
bow to make monetary and fiscal polky tral g over nm ent have fallen to the pastil 
more effective in ma in ta i n ing consistent, yean to about 18% of gross domestic 
n o n t afl a tt oo sr y growth. TheCMneaeecon- prod u c t from 38%. As a result, the BeDing 
omy has grown at an annual rate of 8 J% 

In the tort decade, but yea r to y e a r activity 
has been volatile, s wtog tog from 18% 
growth to IMS to 4.9% to 19M and as 
much as 11% last year. These wide swings 
have complicated ptaiudag efforts. 

-£• *** .• gg gLSg - — 

enmaae economy is overneanng. innai*® In oroAt-maktos activities, cmm 
is w nto g at an ammal rate of 28% to the 

•—•*** . zrzJ JT7 ctoes where foreign banks can open 
19% to rural »ret ». Both me r- branches. The scope and timing of the 

l lrihH «LLn Du! tivt - ex p ansi on * rtn must wsrhad ou t. 


networks. Branching already is permitted 
to U cities and 


has found it difficult to rein to credit 
lh to curb inflation. U A and World 

officials worry that inflation could ? MW . allow r ^ u ***** 
en China's commitment to economic 

reforms designed to produce a more soar loans, 

ket-ortonted economy. to ana Urtf effor t to hfep Brtftng mod- 

ESderal Reawe Board Chairman Atan erntoa its acewomy. thtUXSacurtttos and 
Greenspan plinnovtsttCMaa to dlaraas a tochuge Oommtorton is prepartog to pro- 
wide range of monotary policy issues, and ^Meadvlce on how to regtoato securities 
(lie Pad is prepared to provide technical maitot. 


; S3*r 
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THE NEW YORK TIMES 
SUNDAY. JANUARY 23. 1994 


Residential Real Estate Market 
Appears Headed for a Recovery 

Prices Level Off and Sales Rhein New York Area 


By NICK RAVO 

After five yeera of slumping tales [should not expect the real estate mar- 
and plummeting prices, the residential I ket in the tri-state region to 
real estate market in the New York [back to prerecession highs anytime 


region is starting to rebound, according 
to housing analysts. 

Though the recovery is not as robust 
as in other pans of the country, like the 
Southeast and the Rocky Mountain 
states, the precipitous slide that saw 
home values in the region plunge by 
dou b l e -digit rates in the late 1960’s and 
early 1990’s appears to be ending. j 

Prices in most pans of New York, ! 


Even so. there were signs of vigor in 
some sectors of the market. Prices for 
all homes in Fairfield County. Conn., 
for example, rose by 5 percent, to 
$204,750 from $193,000, while sales in- 
creased by 7 percent, according to The 
Commercial Record, a real estate 
newspaper in South Windsor. Conn. 

Elsewhere, condominiums m Man- 


New Jersey and Connecticut were gen- 1 hattan rose an average of 9J percent in 
eraliy flat in 1993, but that included a sales price in 1993. to $335,78$ from 
depressed first quarter. | $307,080 the year before, while the 

Momentum i number sold increased by 20.7 percent, 

The strength cl the market, however, 

was clearly apparent in the growth of f?!* research company m Manhat- 
home sales last year and the decline In I 

the numbers of homes being offered for! Ceodos Are Popular 

sale. In Westchester County, for exam- 1 Condos have become popular in 
pie. sales rose for the second year in a {Manhattan among foreign buyers and 
row in 1993, by IJ percent, and the! investors, who find them easier to buy, 
number of homes offered for sale last i sell and rent than apartments in re- 
year dropped by 800, or by 7 percent. ; strict Ive co-op buildings, many of 
Reel estate brokers attributed the (which are also burdened by high main- 
increase to a number of factors, includ- { tenance costs and are often viewed as 
ing lower interest rates, eager first- Hess financially stable, carrying with 
time buyers, and an economy that most (them the burden of separate underty- 
analysts believe is slowly gaining mo-jing mortgages, 
rnenium. j Perhaps because of these draw- 

“We are just starting to see some {backs, the coop market continues to 
pick-up, mostly because of the favor- , lag. A study by Douglas Elliman, a 
able Interest rates” said Amos Han, an I Manhattan real estate brokerage, 
economist with the Port Authority of {found that co-op prices in Manhattan 
New York and New Jersey. "As long as j fell 3.1 percent in 1993, to $95,788 per 
you have favorable interest rates, that {room, from $98,820 per room, continu- 
ing a slide of more than 25 percent 
since 1989. 

Brokers said that many co-op build- 
ings »n New York uill have a large 
number of unsold apartments that are 
owned by the buildtfgs’ s ponsors. A 
glut of smaller units in less-than-pri me 
neighborhoods, in many cases coops 
converted in the market's heyday of 
the early and mid-199rs. have also 


Housing analysts cautioned that al- 
though sales, and in some places 
prices, are rising, buyers and sellers 


"There is an oversuppty of studios 
and one-bedrooms," said Alan Rog- 
ers. managint director of Douglas 
tlhman, who added that prices tend- 
ed to rise slightly — or s ho w ed small- 
er dec l ine s — for larger apartments. 


rooms, or those in more 
areas, like the Upper West Side. 

Prices also drifted 
ceepsandi 

urbs and for all types of hom i ng in 
> hit hard by job losses and popu- 
perticutarty pans of 



prices statewide fell 0.4 percent to 
$134,500 from $135,008 while the 
state s overall population fell 8.1 per- 
cent. by about 2.000 people 

"The rest of the state would look a 
lot worse if it wasn't for Fairfield 
County," said Vincent M. Valvo, edi- 
tor of The Commercial Record. 

For the first 10 months of 1993, 
home prices fell significantly in Hart- 
ford County, by 4 percent, to $125400 
from $131,000, and in New Haven 
County, by 14 percent, to $122,000 
from $123400, in large part because 
of layoffs at insurance companies and 
defense contractors. 

Even in most of the depressed 
areas, however, sales Increased last 
year. In Hartford County, for exam- 
ple, they rose 3.4 percent and in New 
Haven County by 1.9 percent 
The phenomenon of decreasing 
prices but increasing sales occurred 
throughout the region last year and 
may set the stage for higher prices in 
the future, housing analysts say. 

While sale prices decreased for 
Manhattan coops, the number sold 
increased by 1 J percent In northern 
New Jersey, home prices fell 0.1 per- 
cent to $184,300 from $185,700. but 
sales rose 1.3 percent The median 
price of a single-family home sold in 
New York City declined by 1J per- 
cent to $182,000 from $165400. based 
on figures as of June 30 of last year 
and compiled by the city's Office of 
Tax Policy. The number of sales in 
the city, though, increased by 7 per- 
cent 

Westchester Sales Up 

In other areas, prices declined by 
2.7 percent, to $240400 from $246400. 
in Westchester County, but the num- 
ber of sales there rose by more than 9 


"We saw multiple offers for the 
first time in a long time," said Save 
Fries, president of the Westchester 
Multiple Listing Service. "These 
were from buyers who wsnted to nail 
down a good price before interest 


Though interest rates have risen 
since last fall, they are still substan- 
tially lower than in the 1900's. The 
average 30-year fixed-rate mortgage 
today carries an interest rate of 7.18 
percent, and adjustable-rate mon- 
gages, with s two-point annual cap 
and a six-point lifetime cap, average 
441 percent, according to HSH Asso- 
ciates, a mortgage information firm 
in Butler, N.J. 

The drop in rates means that a 
home buyer taking out a $150,000, 30- 
year. fixed-rate mortgage would now 
pay $1414.12 a month compared with 
$1,434.10 a month in 1908, when the 
average rate was 11.05 percent The 
current first-year monthly payment 
on the average adjustable-rate mon- 
gage would bo $743.19. 

The decline m rates helped encour- 
age Kathy Salerno to sell her $108400 
Cape Cod-style- home in Woodhurst, 
N.J„ and buy a $300,000 split-level 
with an in-ground pool in Wooddlff 
Lake, N J. in December. 

"Because of the economy, we could 
pick and ch oos e what we wanted." 
said Ms. Salerno, a human resources 
director for NYNEX in White Plains. 
"This was the perfect time for us to 

COWT, 
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CONT. 

buy a home. For investment pur- 
poses. Ihe market can only go up — it 
can’t go down." 

Alan Yassky, a real estate broker 
in Spring Valley, N.Y.. and past presi- 
dent of the New York chapter of the 
National Association of Realtors, said 
that home prices in 1993 would have 
been higher in many areas had it not 
been for an unusually bad first quar- 
ter. 

“The market not only appears to be 
stabilizing, but it is becoming rather 
healthy." he said. 

Apan from sales and prices, an- 
other measure of the vibrancy of the 
real estate market is new construc- 
tion. In Northern New Jersey, for 
example, the number of housing units 
authorized by the state rose 20 per- 
cent last year over 1992, according to 
the New Jersey Department of La- 
bor. 

Some New Projects 

Even in areas where real estate 
prices continue to lag. developers 
have begun new projects. In Milford. 
Conn., near New Haven, Baker Fire- 


A growth in home 
sales reflects the 
market 9 s strength . 


stone of Pleasant vi lie, N.Y.. is build- 
ing 261 single-family homes ranging 
in price from 6149.000 to 6200.000 So 
far. 31 have been sold and a dozen are 
under construction. 

"Last year was our best in 27 
years," said Christopher T. Baker, 
manager of Baker Firestone, which 
built 636 homes between New Jersey 
and Massachusetts in 1993. compared 
with 86 in 1992. "Value is the key." 

"Interest rates are holding steady, 
as are prices, and people are starting 
to realize that we are at the bottom of 
a market, and things are coming 
back." he said. "People want to buy 
because they are afraid interest rates 
— or prices — could change, and they 
could be priced out of the market 
again." 

Home construction levels, however, 
remain fa below the figures of the 
mid-1980's. particularly in New York, 
where new building fell 3 percent in 
1993. 

Moreover, the value of all new resi- 
dential construction in the 17-county 
New York region. 62J billion, was 
about the same in 1993 as it was in 
1992, according to the Port Authority 
of New York and New Jersey. 

Mr. Ilan. the agency economist, 
added, however, that the figure had 
declined in every previous year since 
1996. "We could be turning the comer 
in ’94." he said. 


REAL ESTATE 


Housing Sales Rise as Price 
Patterns Vary 

Data reflect median prices and sales volume for all types of housing, 
including single-family homes, co-ops and condominiums, except 
for Manhattan. 
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THE TIMES 
LOS ANGELES, CA 


Chaos Is King 
as Businesses 
Frantically Look 
for Office Space 

By DAVID W. MYERS “ 

TtMB STAFF WRITES 

F renzy gripped Los Angela’ commer- 
cial real estate market Wednesday, as 
b usinesses whoa offices were dam* 
aged by the earthquake scrambled to find 
new space and building owners struggled 
to assess their damage and persuade ten- 
ants to stay. 

Meanwhile, the tala of half a dozen 
btgh'rfses around the county worth a toui 
Of $100 million were thrown into Umbo, as 
buyers and their l e nd e rs demanded that 
the properties be reinspected. 

In the long term, rat estate broken said 
the quake ought actually help tbt office 
market by spurring new construction proj- 
ects. But on Wednesday, chaos was king. 

“All hell has broke loose.'* said Mark 
Sullivan. who r e pr es e nt s several San Fer- 
nando Valley and Westside office tenants 
and owners for tbs Julian J. Studley 
c o mmerc ial -brokerage Arm. 

Hundreds of buildings In the Valley end 
other parts of La Angela County re- 
mained closed Wednesday because they 
had yet to be visited by overworked 
government building inspectors, analysts 
aeM. 

As a result, no one has been able to make 
a Arm estimate of hew umeh office space 
had been damaged or destroyed, although 
the figure will undoubtedly run into ins 
millions at square feet 
“A lot of people don't even know if 
they're still in bustnaw, because they can t 
get in through their own front door." saio 


Carta Gazaolo, a broker who runs 
the San Fernando Valley oper- 
ations of CB Commercial 
Brokers said newer high-rises in 
downtown Los Angela suffered 
little damage, and that all of them 
remained open. But some older 
str u ctu re s bulk prior to strict seis- 
aaie coda sustained - range of 
p robl ems, from broken water pipa 
to revere structural damage. 

Some analysts worried that 
owners of buildings that sustained 
major damage might simply let 
their lenders foreclose. Property 
vahos of some office compteres in 
the Valley and other parts of the 
county have dr opped mare then 
20% over the pest few years, so 
landlords have little reason to 
spend millions to repair their mon- 
ey-losing project*. 

But long term, broken said the 
earthquake may provide some 
benefits for the overbuilt office 
market in Us Angelci County 
Vacancy .aies across the county 
stood at about 19% before the 
quake, a lofty figure that has 
discouraged new construction proj- 
ects and forced landlords to slash 
thov prices in order to lure new 

But the quake apparently wiped 
out a good-tise chunk of that 
vacant space, particularly in the 
Valley. That could push rental 
rata higher and persuade develop- 
ers to finally launch new projects. 

"The quake created dem a n d for 
new office spec*, and we haven’t 
had a lot of demand (Or quite a 
while," said Ray Lspone, a broker 
in the down t own office of broker 
Grubb* Ellis Co. 

Broker Sullivan said he ha been 

trying to find tenants for 100,000 
square feet of vacant office space 
for e building on the Valley's 
trendy Venture Boulevard for sev- 
eral months. On Wednesday atone, 
be received 20 calls from prospec- 


tive tenants by lunchtime. 

"It’s like suddenly. I've got the 

hottest project in town." he said. 

But some business o wners look- 
ing to rent temporary space until 
their permanent headquarters 
could be restored were already 
consuming Wednesday that land- 
lords were demanding exorbitant 
rents and move-in fees. 

Other landlords were giving pri- 
ority to tenanu who would agrreto 

sign longer-term leco cs a dffll- 

cuhpropositkm for small business- 
es that need space for only a few 

i goniha. 

Pat Penney, owner of a small 
public-relations firm in Burbank 
that bears her name, said she and 
her assistant would likely be work- 
ing out of their homa for a while 
'because their office building tad 
been dosed. 

"1 guess we’ll Just have to throw 
our computers to the ear and set up 
shro in our dene." said Penney 
larger businesses don't have the 
luxury of being *o mobile. 

Howard Levine oretident o- 
ARCS Mortgage, said the tendin' 
giant s aprewhng headquarters rr 
suffered major dams* 
from the Monday morning quake 
The temblor forced the fire spnnk 
lere to go off. and they stayed w. 
far three full hours— soaking thou- 
sands of important loan documents 
and catmng the ceiling to collapse. 

But since the main compuer 
ARCS needs to process 90uX) loan 
payments a month couldn't be 
sally uprooted. Levine aid the 
company could not simply move its 
o per at ions to temporary quarters. 
Thanks to a round-the-clock effort 
by Its staff and some good fortune, 
power lo the building was restored 
Monday night and the computer 
cams tack on line. 

With electricity restored, dozen* 
of company employees spent Tw 
day and Wednesday using hair 
dryers and fans to dry out reams 
soggy loan documents. 

"We’ve had better working cor 
dtasns." Levine aid. "but et leas* 
we're back In business." 
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SAN FRANCISCO CHRONICLE 
SAN FRANC liCO. CA 


More Real Estate Woes for L. A. 


Quake could send 
prices through floor 

B* Arthur M.Lorta 
CenMe^VHMr . 

Thi N«rttrM|t earthquake wfll pie* 
bag fiie Mm reel estate blight thet 
bee afMetod tosthen Cellferak 4 «r* 


tag tfe» pest ftae peers, nest 

Ugntu 

' Eves before die quake, economic dob 
drams feed pushed bone nles ta the to 
leounty region down 47 percent from the 
baakTie a ver ag e p rto of homeo that did 
get toM plunged between 0 percent aed 17 


THI SOUTHBW CAUFORN1A HOUSING SLUM 
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To e lot of people, the Immediate r» 
vfB be to get out of Southern CUP 
mid Michael Carney, prof aamr of 
and reel estate it ChUf onda State 
Polytechnic University ta Pomona. “At 


_ whither to more to Southern CShfor* 
da map have another reason not to." 

Pat Weal, president of the California 
of Realtors, said that the 


the properties involved. 

Neal thinks borne sales actually may 
sorge In Southern California as people 
move a way from the quake am to parts of 
the region where there was no significant 



selling In the area coupled with weakened 
demand became of the quake could send 
prices through the floorboards. 


after e tag earth* 
to a 

eh." shi obs er ved . aa buyers end 1 


to panie after an ■ 
Mlbey regard 

tadden te and 


them eg etn e t the Ioog4enn beneflt e of to 
eating In a particular regkm. Ihe powerful 
Bytoar earthq uake o f 1871ha d no stgnlfl* 
cant effect on butinowf o loca tt one 

But the Northridge quake's blow to the 
I nf r astru c tu re — the bridges end high* 
ways that art the lifelines of commerce 
end commuters In the Lot Angeles region 
— could scare a lot of busl ne etce away, 
lbs Syhnar quake damaged many build* 
Infs, but left roadways rdatlvtjy unscath- 
ed. 

The commercial real estate market In 
Swlharn California, which had dtterto 
Rtodta step with the bousing market, was 
eUwteg fatal signs of recovery before the 
q take; according to Mike Evens, national 
4 rector of real estate with Erast 6 Young 
tr San Francisco. Now, he said, the rtcov* 
eiy will vanish. 

"In the pest she months, we saw more 
Interest — particularly from foreign buy* 
«t I just don't think those people will 
ta vten Interest now. POr the foreign buy- 
er, earthquakes arte reel stigma." 

Ihe stigma will apply with extra force 
taNorlhrldge. the epicenter of the quaks. 
Aiqr property tn or Dear Northridge could 
bt a tough sell for yoars to came, real os- 
tate expens mid. Ihe same holds true (or 
parts of Antelope Valley end Santa Monica 
that were Isolated by the destruction of 


Boa Bansemcr, president of tho San 
Praadseo Association of Realtor died 
the experience tn the oace<oveted Marina 
District, which was hit hard by tho Loma 
Prieta earthquake of 1*6*. Much of the Me* 
rtna was built on landfill, and bootath tho 
taedflfl b mud — a peritoudy shaky com* 


Itada Sends, owner of Rartford Prop* 
OftiBS, Which bandies many properties la 

tbeMsrlaa,aaysbouseetbattoldmrl 80 *.* 
000 to 1000300 before Lome Prieto can be 
bad today for • bit more thee *000,000 - 
evee those thet weren't tignlftcantiy dam- 
aged by the quake. Turnover In the Mari- 
na ptueged does to ssro for two years, and 
has tinea come beck "very slowly." 

Ryder Truck Rental, the Miami-baaed 


_ quake to sear* many peo- 
ple otrt of Celtforela entirely. Ordinarily, 
27 percent of the company's customers la 
13s Angdot move to destinations outside 
tho date, but tho figure jumped to *0 per* 
cam after two big earthquakes struck east* 
•^55-Wl^dWMd Big Beer-in 
Jtam Mtt The mwdto— yhavo been ac- 
centuated by the bodaay Png riots of a 
fmv weeks earlier, e Kydar ipokuau 
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American Banker 

Lobbyists Hope Congress 
Will Do No Harm 


. K* »i‘.KK 1' M GAKSSON 

WASHINGTON — As l on- 
.cress returns today tor the new 
legislative \ear. the first order ot 
"usincss ".s Jo no narm. warns 
sam bantista. president ot the 
Financial services t. ouncil. 

Mr. Baptista and others doubt 
that much in the wav of banking 
legislation uill pass this year. 
But the potential tor damage is 
great, thevsay. 

Legislation regulating hank 
sales ot mutual funds could limit 
bank powers. Mr. Bapusta 
warns. And a bill taking shape in 
the Senate uoukl restrict bank 
insurance powers, while autho- 
rizing interstate branching. 

"Do I think interstate and in- 
surance will pass?" asked Karen 
Shaw, president ot the institute 
lor Strategy Development. “No. 
But no oank that cares about in- 
surance can aiford to be idle.'* 

Will It Mean Anything? 

Overall. Ms. Shaw said. “It*s 
going to be a very busy year. But 
whether n will be a consequen- 
tial vear in n;iII in doubt " 

The legislative season official- 
h begins uuj\. as (ongress re- 
turns to near President Clinton s 
Slate ot the l : nion address. Bui 
the year won't gel underway m 
earnest until next month, when 
t ongress regms dealing wuh the 
big issues. 

At the top ol the agenda is reg- 
ulators consolidation. The Fed- 
eral Reserve and the Depart- 
ment i : Ireasurs have been 
engaged :r. a tense, higft-stakcs 
name o- er :r.e auminisiranon s 
nroooscd s:neie-rccuiatorv nn.. 
!em. ar.d me nans. muustrv 
•ven cautni m me middle 


Anything Would Be Disturbing 

Even if ihc agencies compro- 
mise. the results could be unset- 
tling tor banks, said Kenneth A 
Guentncr. executive vice presi- 
dent lor ihc independent Bank- 
ers Association of America. 

One compromise oemg talked 
about would give (he Fed re- 
sponsibility for large banks and 
state-chartered institutions that 
arc Fed members. The Federal 
Deposit Insurance Corporation 
would lose regulatory authority 

“Taking the FDIC out would 
be a massive earthquake” for 
banks, said Mr. Guenther. Even 
though the FDIC currently 
shares authontv with state agen- 
cies. he said, for all practical pur- 
poses. the insurer "is the regula- 
tor for state-chartered banks.” 

Edward L. Vtngiing. emef lob- 
byist lor the American Bankers 
Association, thinks, however, 
(hat banks hold the trump card 
on consolidation. 

“What realiv determines ihe 
future of that is whether the 
committees can come up with a 
plan that is acceptable to the 
nankmR industrv." he said. 

“That means preserving the 
dual banking system, if thev can 
do that, there's a good chance 
nor legislation). II not. it will 
stall. ” 

A number ot other issues will 
get attention as well, among • 
them: 

• Community development 
nanks and regulatory relief. Both 
the House and Senate have 
passed bills (hat provide lederai 
assistance io community ocvci- 
ooment lending institutions anu 
also ease some rccuiauons names 
nave comoiaincu aoout. rassage 
:s expected tms vear. 


• Bankruptcy reform. The full 
Senate is expected to take up leg- 
islation that is aimed at limiting 
the number of individuals that 

use bankruptcy proceedings u- 
avoid repaving loans and otner 
debts. The House Judiciary 
Committee could vote on a sim- 
ilar bill this summer. 

• Fair Credit Reporting Act 
amendments. Bankers are par- 
ticularly concerned about a 
House subcommittee-passed bill 
that would make it more diffi- 
cult to obtain lists of qualified 
credit card customers irom cred- 
it bureaus. 

What WiU Whitewater Mean/ 

One wild card in this year's 
legislative game is the burgeon- 
ing scandal over President Clin- 
ton s dealings with a (ailed Ar- 
kansas savings and loan 
association. That issue, which 
failssquarely wuhin the turisdic- 
uon of the banking committees, 
could lead to a more partisan at- 
mosphere on the two panels. 

For banks, who oitcn depend 
nn a coalition oi Republicans 
and conservative Democrats, 
the prospect of increased parti- 
sanship can only come as bad 
news. _ 


, 5 - 331 ) 
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Fed Aide Says Superregulator Plan 
Probably Needs Big Changes to Pass 


:*.y t'LAl DlA (VMMINS 

A ASHINdTON — The Clin- 
ton administration's regulators 
wonsoi illation proposal is un- 
iikelv to pass in Congress with- 
out substantial changes, a Feder- 
al Reserve official told banners 
last week. 

Opposition from kev Republi- 
can lawmakers, banking groups, 
and others will force the plan to 
he amended to ensure congres- 
sional passage, said Winthrop 
Ham blew a congressional atTairs 
official at the Fed. 

"Consolidation of the federal 
banking agencies ts more possi- 
ble now than it has been in a 
long time.'* he told a conference 
sponsored by the San Francisco 
Federal Reserve Bank. ’’Change 
is possible, but if change comes, 
it likely will not be identical to 
Treasury's proposal." 

Richard S. Cartell. assistant 
Treasury* secretary for domestic 
finance, disagreed, saying the 
Treasury olan in its current form 
has a good chance of wtnntnc 
nassage. 

Mr. liamhlcy's comments 
were the latest shot taken hv the 
Fed at the administration's plan 
:» merge tne lour nankmg age? 


-scs into a single suocrrcculator 

Fed officials have warned that 
tripping tnc central bank of reg- 
ulatory oversight, as tne admin- 
istration plan would do. would 
ninocr its ability to carry out 
monetary policy*, discount win- 
dow operations, and payments 
system functions. 

The Fed. along with some 
oanking groups and state regula- 
tors. has been lobbying Treasury 
officials to alter the plan, in par- 
ticular. the Fed wants more 
modest consolidation, to two 
regulatory agencies: the Comp- 
troller's office and the Fed. 

Leach’s Competing Alternative 

In addition to sudt powerful 
opponents, the admin juration 
must contend with Rep. Jim 
Leach, ranking Republican on 
the House Banking Committee, 
who opposes the plan. Mr. 
Hambley said. Rep. Leach has 
already introduced a more mod- 
est consolidation bill. 

"A funner factor which may 
weigh heavily in congressional 
deliberations - especially in an 
election year - is the fate o? 
thousands oi affected agency 
.mpioyccs under consolida- 
tion." Mr. Hambley said. "Thus 


:zt. reformers nave nardh ad- 
dressed ion securnv and com- 
pensation issues crucial to ineir 
.jnsutuems." 

"More important. regula- 
tory* consolidation begins to 
move. :t could attract amend- 
ments - on interstate banking, 
bank insurance sales, and bank 
mutual fund activities - that 
would greatly complicate its pas- 
sage." he added. 

The Treasury Department ts 
expected to send its proposed 
lcgislauon to Congress early in 
February, and hearings will be 
held on n then. 

Despite problems with the 
Treasury plan. Mr. Hambley 
said, he expects consolidation to 
oe a high-profile issue on Capi- 
tol Hill in coming months. 

Calls to "reinvent govern- 
ment." support from the chair- 
men of the House and Senate 
banking committees, and bank- 
ers' growing frustration with 
their regulatory burden make 
agency merger a strong possibili- 
ty. be said. 

"Certainly, the prospects for 
consolidation are better than 
they were only a few months 
ago." Mr. Hambley said. _ . 


RTC Sells Pa/s National First to Investors ' 

PITTSBURGH — National First Mortgage Corp. has been 
acquired I rum the Resolution Trust Corp. by a group of 
vate investors, tnc company said. National services about S-. 
billion oi mortgages and originates about 5 MX) million a year. 

Its parent. First Federal Sayings and Loan Association ot 
Pittsburgh, was placed in receivership in Januarv l“l. 

National First, whose business is concentrated in western 
Pennsylvania, said it was wcieiunt extensions ol iis business 
*., a ahtnmia. Fiorina. Marnand. Virania. and Colorado. 
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Gov. Clinton s exemption from ethics 


IT r :-.*n new Whitewater ? rvciai counsel huner 
\A/ :i KisKe jr gets ••v«nc in earnest. \v.-.at r.e 
▼ ▼ ••(in t nr.a is amui>: imnnnant as wr.at r.. 
nu nr.u ’.'.‘hats missing » -ev .vrxansas coroac: 
i interest provision in:.: wumu ::.:ve given 
r sskes lnvesocatons a neau sum on me ton H;at or> 
•-.sion was in a :-:il ir.:uune it. -.vnv rnrouun 
Vrxansas ictnsiature kick :‘ Kv ' hut somewnerv 
ionc tr.e wav me Dan anecann tncn-iruvcrnor ar.a 
Mrs. Clinton enucu uo on me curanc room rtoor. 

Meres now tr.e process wonted or. in uus eaur. 
oidni wnne: In 19HM. a comorcncnsive euucs dock- 
.itte oacxeu pv Mr. Clinton won merwneimine 
approval in me states house ot Keoresenunvct 
Among otner mines, it '.vnuiu nave rvouirea cuouc 
servants, including memoers or tr.e ieirsiature one 
the Governor, to nie a detailed renon cacn ome wev 
icted in Lneirortinai capacities in wavs atfecanc tnetr 
personal finances. Hiat would have meant reporting 
• »n Decisions artccnnc one s own ousincss. ior exam- 
ple. or a Dustness in wmen a tamuv memoer served 
us employee or partner. 

On Feb. 5. 1999. the House mil stalled ui me sen- 
ate tpr reasons unrelated me cumbct-oi-mtcrest 
issue. On Feb. 10. Mr. Clinton nau a new mil Uranea 
hy none other man Webster Hubbetl. a tanner part- 
ner or Hillarvi Unions at me hose taw nrm ana now 
.. Justice Deportment luminarr. hetsv Wnent. Mr 
i imams thcn-cruet ot star:; ana Mr i Union nunseu. 
imonc others. .And surprise. - uronsc. don t vou 
snow tnc reauirca comtict-or interest disclosure ov 
all public servants nao. well, disappeared f rom tnc 
NIL In its place was a provision reuuinnc disclosure 
unhr on me pan ot the legislature. iliat was me bill 
thK ultimately passed the legislature ana. alter a ref- 
erendum. became law in Nnvemocr ivjot 
When tnc New Vork Tunc» appmacncd Mr. Clin- 
ton aoout these discrepancies in Marcn l lKJ 2. he 
responded that he nad alreauv made the necessarv 


^closures under another section oi me euucs law 
! ".:at disclosure consisted o: a ciarutet statemen: 
j one omv mat Mrs. c union naa - source ot income 
-om tr.c hose taw nrm. wmen nsuiam* aid nustnes? 
Ttn me state, cu: it provided no jetaus aoout ncr 
uents or aoout r.er contacts wttn me state. inciuu- 
rut ncr representation or the railing Madison Cuar- 
..ntv bavmcs ana Loan Association nerorc state res- 
aators unswcraoie to ncr nusoana. 

We were determined.'* Mr. Clinton said in a state- 
r.emtnatappeareum tnc Marcn 27. : 992. New York 
Times, to propose id tneoeoDte an act mat aealt wnn 
*:ie most serious Droolems i unregulated ana unais- 
.losea lobbying ot the state legislature. 1 : mat was 
. rear and comprenensiote ana couia not oceasuvdis- 
•ortea ov tnose opposed to am* euucs rotorm: mat 
>ppbed to ail elected officials ratner tnan ail public 
'ervams isucn as citizen volunteers on local boards 
:.nd commissions!: and that was touen cnouen to 
::ean up me prooicms while soil succceutnc with the 
•iters on election uay” tempnasis added j. 

That statement wasn t merely ‘’slick.*’ 1: was false. 
The Nil did not apply to all ‘elected officials but omv 
•o the legislature. it sav*ea Mr. Clinton me trouole ot 
rilina detailed reports on his contacts of interest, suen 
a* invione a partner in tus wile's law nrm to neto 
■Ante state ethics laws. It also meant leaving less ot 
. t paper trail tor inauismve campaign reporters ana. 
now a special counsel. 

So Mr. Fiskeet ai. must do their wont thenara wav. 
rracxine down witnesses, pontiff over old docu- 
ments. piecing weedier the puzzle ot the Clinms 
real estate venture, known as Whitewater Develop- 
inettCorp.. with the head of the savings and loon that 
Mrs. Clmaon rep res ented before state peculators. If 
iflmot wo much trouble, pe r h a ps Mr. F i sfc e c ould abo 
: <mm his w* out durmo the im aaaoon tor Mr. Qin- 
totA lost ethics. They appear w nave seen mtssuii a 
!• ms tune. 


Sheikdom drops BCCI claims 

i he rm-ai lamiiv «r \f~j Ohabi tus lormaiiv 
imoocu .Kiims u, «nme >+«» miniiNi m l* S usaci.s. 
..immvin** wnn n.in nr :i , agreement m :ne Han* m 

• reeii i ..rnmcrcc international scandal, the Ju.- 
mm , | cf>;,r,mem S;,IJ •vieraav | he aurcvmcnt. me re 
mi «»i s t . cre , mccuncs vr.tr. I S .uncuus m i.enr-n 
earner momn ai mi cans tor AUu Ilham, a iVrsian 

• ail snt-:ndiiin :<i « \rr.iu::c .v.v.-iicn .N.hivi to lace L S 
trauu si:..rceN mat ttau ;n-.-.i-.rd f-:r a Smencan Hank 


Special counsel eases into Whitewater probe 
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FDIQ Proposes Rules on Converting 
Ban^ From Mutual to Stock Ownership 


®f Aluekt R. Kajui 

m n lu oartmfnt i m vv »m. a>niKM J -» h\ u 

WASHINGTON - The Federal L'cnosu 
Insurance Corp. proposed guidelines • 
aimed at preventing insiders from reapinir ! 
excessive nroiits when certain depositor- 1 
owned mutual savings panics convert to > 
stockholdcr-owneo institutions. ! 

But two of the three FDIC board mem- 
bers. all of whom voted for the proposal. : 
said it doesn t go far cnougn in preventing : 
abuses by officers and direciors of savings ; 
banks undergoing suen conversion. : 
Many of these insiders have profited hand- i 
someiv - .a the expense of depositors. : 
critics say - as they occame large snare- 
holders. in effect tapping into the capital of ' 
the converted savings bank. 

Such convention windfalls haw often j 

gone to offlcnjand directors who have i 
been at the insutuuons for only a short 
time. This httftesulted in "a real maldis- | 
tnbution of •cuital.' said Bert Ely. a i 
banking conswam. 

The FDIC proposal would set guidelines " 
for conversion from mutual to stock owner- 
ship by state-chartered savings banks that 
are under the agency s federal supervi- 
sion. There are currently no guidelines for 
such banks. Federally chartered savings 


ana wuiiiu let insiders cntinue vnustiv 
appropriating tne value ui mutual saving* 
hangs that convert to stock institutions, 
lie said the proposal too narrowiv defines 
the FDIC’s rote, ueaung oniv witn at. 
institution s safety ana soundness white 
ignoring depositor interests. 

If a final policy’ can t be shaped w 
prevent abuses, legislation snould be de- 
veloped. Jonathan Fiechter. the acting 
OTS director, and Mr. Ludwig both said. 
FDIC attorneys voiced doubts that the 
agency has authority to regulate conver- 
sions such as tint held by the OTS. The 
OTS limns the amount of stock that officers 
and directors can buy in a conversion, 
putting mem third behind employee stock 
ownership plans and depositors. 

A bill offered two montns ago by House 
Banking Committee leaders would require 
that FDIC supervised state-chartered sav- 
ings banks adhere to the same conversion 
rules as OTS regulated insulations. 


and loan associations and savings banks, 
and state-chartered S&Ls are regulated by 
the Office of Thrift Supervision. 

Among policies to be overseen ov FDIC 
examiners, the FOIL* proposal specifies 
that “adequate protection be given n» 
depositors in (tricing of the new shares, 
apportioning the stock and timely distio 
sure of relevant information to prospective 
stockholders, it also said that any special 
deference to insiders be limited, avoiding 
stock “apportioning that leads to individ 
ual windfall gains. Further, the FDIC 
could seek cnanges in tne conversion if tne 
transaction raises concerns aoout the 
institution s soundness or legal liability. 

But Eugene Ludwig, the comptroller oi 
the currency and one of the three FDIC 
board members, said the staff -written pro- 
posal adooted bv the board fails to ad- 
dress the abuses that arc now iHcumng. 


Cotton* Moral Bar* 


Cattfsraa Federal Bank reported a 
wider loss for the fourth quarter as pro- 
jected. results that analysts said improve 
the odds that the thrift will be sold. 

The loss of SS3.7 million, or S2.22 a 
share, compares with a loss of SIS million, 
or S5.40 a share, a year ago when adjusted 
for a i-for-S reverse stock split last year. 

For 1993. the Los Angeles thrift had a 
loss of S145.S million, or S3.9S a share, 
compared with a loss of S97.3 million, or 


$16.40 a share. 

Countering the trend at most California 
financial insutuuons. CalFeds loan-loss 
charges more than dlubied to S46.2 million 
from 6204 million u fee year-ago period. 

CifFed President and Chief Executive 
Edward Hanhfieki. who joined the thrift in 


strategy. RecenUy. a purchase offer by 
GoMm Wtt Financial Com.. Oakland. 
Calif., was sourned. But some targe share- 
holders sav thev may brine pressure on the 
:xurd to consider selling tne comoanv. 
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A Tug-o f- War on Bank Regulation 


Bv KEITH BRADSHER 


M-iMMt IWSn i«i liirr- 

VASHINGTON. Jan. ii 

mrs lubbv tne i..»vemmcni aii the 
;ime. out in recent weens tne i-VUeral 
Reserve and the Treasury Depart- 
ment nave turned the tnnlcs ov lobbv- 
ng the oanns thev regulate 

The Fed and the Administration 
.ire at war over Treasury accrctarv 
Llovd Bcntsen s plans tn cnange the 
wav banns ano savings ana loans arc 
regulated Both sides are actively 
seeking the political support ot (man- 
ual institutions whose reguiatorv tor- 
tunes and futures tnev control. 

The dispute has produced the sur- 
prising spectacle of officials of the 
Fed ano the I rcasurv condemning 
me anotner s ideas in speeches, news 
conferences and talks wun bankers 

'When the Elephants Dance' 

The dispute has alarmed some m 
the banking community and sent 
bankers and trade groups scurrvtng 
to the sidelines. "I have a verv strong 
aversion to being a daisv when the 
elephants dance." -aid Karen D. 
Shaw, a cans consultant nere 

Treasury officials are waging an 
aggressive campaign Eugene Lud- 
wig. a Treasury official wnn is the 
Clinton Administration s son bank 
regulator helped present tnc Treas- 
ury's case this month to a croup that 
included top executives irom some 
banks he oversees. 

The Fed has also been active. 
Thomas N1 Hoenic. the president of 
the Federal Reserve bank ol Kansas 
City, condemned the Treasury s posi- 
tion in a speech to the Kansas Bank- 
ers Association earlier this month. He 
gently reminded his audience of the 
Fed's help m recent vears in keeping 
some of them financially afloat, while 
refraining from actually suggesting 
that banners owed the Fed a favor or 
that more nelp might be forthcoming 
Showing Its Strength 

Few mooem institutions can match 
the raw political muscies of the Fed. 
although its fist is seldom seen. The 
Fed is now flexing its muscles as thev 
have not been flexed in vears. and 
appears so far to be winning us battle 
with the Treasury. 

The Fed is making us first broad 
appeal tn commercial bankers for 
political support since I9T7. wnrn it 
successfully (ought an el fort nv tnc 
Carter Administration and some Con- 
gressional Democrats to reduce the 
influence of the Fed's regional banks 
The next vear. the Fed also blocked a 
proposal by Senate Democrats (or a 
single bank reguiatorv agency, a pro- 
posal stnkincly similar to the Clinton 
Administration s current proposal. 

L'nder the Treasury s proposal, the 
bank supervisory powers of the Fed 
and the Federal Deposit Insurance 



Treasury Secretary Llovd Bent- 
sen. aoove left, wants to change 
tne regulation of banks and sav- 
ings and loans, pitting the Federal 
Reserve against the Treasury De- 
partment. Thomas M. Hoemg. 
above right, president of the Fed- 
eral Reserve Bank of Kansas City, 
criticizes the Treasury s position. 
Eugene Ludwig, right, the Clinton 

Administration's top bank regula- 
tor. hacks the proposed changes. 


' ’rporation would be taken over bv a 
-male Federal Banking Commission 
The commission would also take over 
tne Treasury s two bank monitoring 
irms. tne Office of the Comot roller of 
he Currency and the Office of Thrift 
subdivision The Treasury and the 
F-d would cacn supply one airector 10 
the om missions five-member 
ooard. while the President would ap- 
point the three remaining directors. 

Treasury officials dcscrioc this as 
.1 wav to eliminate wastetui multiple 
reguiatorv reviews of the same 
banks, but thev have offered no esti- 
mates of cost savings and the Con- 
gressional Budget Office savs any 
savings would be quite small. 

nder the Treasury plan, the 
f D.I.C would continue to nandle dc- 
;>osii insurance and the Fed would 
v untinue to handle monetary policy 
.is well as emergency loans io dis 
'tessed banks and money transfers 
; -tween institutions. 

Mr. Greenspan and the other six 
Fed governors have rejected the 
I rcasurv * plan as a threat not onlv 
: their turf but also to their aoilitv tc 



JMt II Laotti Ik* mm Vara limn 


run monetary policy and prevent fi 
r.ancui crises. 

The Fed offered us own proposal 
early this month for a svstem tnat 
would give it the bank supervisor 
oowers of the F.D.I.C.. while comom 
ing the Treasury's two agencies in a 

oarate office. Bv keeping at least 
i wo regulators in olacc. the Fed plar 
would allow banks io continue ineir 
practice oi choosing their regulators 



2913 


The sew York Times 
January 25. 1994 


-•••I on wmrn urv- a hi ur.«- *.:;v mn?i 
•;u*m treatment 

!“!•• iigni !•• .ii Mi itimoiicati-u rx 
turcivc:--. ovrr rtCMiieni t linton s 
— .nivenum u; an A: f.ansa? real t\* 

mu* tomoanv. Whitewater Develop 
:m*ni ana ms oossioic tics to an Ar 
Kansas savtnus ana loan tnat fa ilea 
•.mic ne was uovcrnor oi me state. 

'he quarrel between the Fed ana 
Ir^asun* nns oouun tu alarm 
.urn* wall Street economists wno arc 
•rvinc in (mure out if n wiil eneun 
monetary poitcv anu aliect the econ 
-mv For examine, u the battle con 
•:nues. me Fed. seexinu to maintain 
iraiat ■ nations nm t ..tigress 
r.ignt tw tempted to ueiav anv infla 
-i.m-tigming move to raise imeresi 
rates tras sprint:, said David M 
tones, a .onetime F***J watener ai 
Auorev 0 Lanston a. Company ir 
New York. 

Hut Fed and Treasury' officials sax 
tnev can contain me da mar c anc 
keep tneir differences about bank 
regulation from intenertne witn con 
-muttons on monetary policy. "W r 
nave a lot of different levels on which 
we work with the Administration, 
said Susan M. Phillips, a governor on 
:hc Fed's seven- member board. 

Secretary Bentsen said the fight 
had not affected his overall relation: 
with Alan Greenspan, the chairman 
of the Federal Reserve. "! have a 
great deal of respect (nr Chairman 
Greenspan: we are longtime friends 
— it has not interfered with our ienm* 
games or our breaktasts. ' he said. 

John P LaWare. a Fed governor 
and former commercial banker whe 
is directing me Fed's battle, said the 
Fed was not asktnc banks to lobtov 
Congress, which would be illegal. In 
stead, it is presenting us side of the 
case to oecuion makers. 

The Fed has already given us 
views to me chairman and vice chair- 
man of eacn oi the Fed's 12 regional 
banks and will soon present tu case 
to all other members of each nine- 
member board. Mr. LaWare said. 
Influential Backers 
These board memoers have long 
■wen the Fed s most influential back- 
ers. including the cnairmen of mans 
•.t the biggest financial and industrial 
nmpames Bv law. we cannot ask 
mvonc vise to tobbv on our ochalf." 
Mr. LaWare said. ’-*••• can brief the 
hoards. What tnev oo as individuals is 
entirely up to tncm. 

Mr. LaWare said that Fed tover- 
•mrs would also be rcadv to present 
:nnr views to the ooards of banks u 
anted about tnc nqb:. ‘Vr often sit ir. 
.m board meetings, and I'm sure that 
will be a topic oi discussion.'' he said. 

Fed officials man* no attempt ic 
:;sgutsc tneir effort in .-ippeat to com 
merriai bankers, wno nave teal- 


»... a.*: y.smntv . 

cniiM- .. -. iusc tv- F-- : - :»ur. 

• iriv the i:: .m uninmP. r-.-i-m:'. 

I he .-um-ru;;n Hanker. :: janv r 
..jstrv •— wsnaoer : "cause 

•louunt mnrt- luiiKcr- -aouio >ve :■ 
::;cre tnan eisvwncrc 
•Vhcn asked jdoui ::;c Fed s an- 
nuls to cankers. .Mr Bemsen com- 
viaincu tnat "tr.cv rc in a position tc- 
have :t lot of influence over bankers. 

I he Fed and fhe Ireasurv have 
:>t*en lohhvtnc congress aggressiveiv 
Mr weeks Kcoresent.nive Charles E 
xchumcr. a brookivn Democrat on 
me House Banking committee, said 
Mr bi-ntsen caned him earner mis 
r.omn .mu M: (.rccnspar. -.tnied 
•urn me next oax when nc s c nminc 
••••rc. vuu Know n - important to me 
Fed. Mr Scnumer said. 

The Ireasurv nas aiso souunt to 
enusi support trnm nnanciai instltu- 
tions. including some that it regu- 
lates. Mr. Ludwig said he and Frank 
Newman, the Under secretary ot tnc 
Treasury tor Domestic Finance, ore 
M’nifd me l rcasurv s ease recently 
in a itrouo irom tnc- Inoeoenaem 
Bankers Association of America. .. 
trade group oi small banks. 

Mr. Ludwig said that u was the 
trade croup s decision to send to the 
meeting .i delegation mat included 
'^veral bjnkcrs wnom he regulates, 
.md that he nao avoided calling bank- 
ers individually lor support. 


Emirate Drops 
, B.C.C.I. Claims 

WASHINGTON. Jan. 24 (AP) 
• — The roval lamiiv of Abu 

Dhabi has a rapped claims to 
some 4400 million in United 
Slates assets, complying with 
part -«f its nonorosccution 
agreement in inr Bank of Cred- 
it and Commerce International 
scandal, the Justice Depart- 
ment said today. 

The agreement, negotiated 
1 bv United States officials in Ge- 
neva earlier tnis month, also 
rails for Abu Dhabi, a Persian 
Gulf emirate, to extradite Swa- 
!eh Nao vi to lacc iraud cnarees 
in the United Mates. liie Paki- 
stani banker was me too depu- 
ty to IS.C.C.I.'i sounder ana is a 
kev figure in me scandal. 

The rovat family gave uo 
claims to some S40U million tt 
had investee or lent to First 
American Bunkshares Inc., a 
sormrr suosiaiarv of B.CC.L 
Gerald M Stern, the Justice 
Department s special counsel 
for financial institution iraud. 
.awl in tnc announcement 


Savings Bank 
Saie Rules 

■l-tmif ll* In*' 

WASHINGTON. Jan. at - The Fed- 
-ral Deposit insurance • jrporattor. 
proposed new uuiucimes touav tor me 
>aic of dcpositor-iiwneu savings insti- 
tutions. ucais tnat nave come under 
v'rmctsm tor cnncninu executives at 
:nc expense of dcoositors 

The boards oi manv t:: tnese mum- 
..I savings hanks nave ronvertcu 
:hem :::to snnrcnoloer njtitutton. 
’hrouun the saie ot stock or nave soto 
»he mutuats to out banks. The diret - 
tors ot these mutuai savings units 
nave oitcn used them to obtain large 
blocks of free stock ana stock options 
for themselves. 

Savings and loan executives and 
some state regulators nave defended 
these arrangements as appropriate 
rewards tor executives who have rut: 
'heir institutions well. Bui Clinton Ad 
ministration officials and many 
members of Congress have called for 
new restrictions. 

The proposed guidelines issued to- 
day bv me F.D.I.C. were broadly- 
worded and set no specific limits on 
compensation for insiders. The inde- 
pendent ngenev set a 60-day period 
tor public comment on how detailed 
the final guidelines snould be and 
whether they should be issued at all. 

Eugene A. Ludwig, a senior Treas- 
ury Department official who sits on 
the F.D.I.G's board, said that the 
agency’ s first draft "would permit 
insiders to continue umustly appro 
posting the value of mutual savings 
banks when thev convert to stock 
ownership." He cited a small mutual 
savings and loan in Wisconsin mat 
plans to deolete ns capital base — 
white continuing to comply with mini- 
mum capital standards — by provtd- 
tngfree stock to its managers as a 
reward for their lona service. 

But Mr. Ludwig voted for issuing 
[he p roposed guidelines, saying he 
hoped the public comments could be 
used to draft better final guidelines. 

Representative Mepnen l. Neal. .. 
North Carolina Democrat who i- 
oushtnc legislation this vear to can 
executive compensation m these 
deals, was also dubious ot me initial 
F D.i.c. proposal It doesn t sound 
•»ke they' ve done anything.'' he said 
•n a telephone interview mis after- 
noon. 
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Reguiaiors Thwart 
Plan for Big Payouts 
In Bank Conversion 


II v YM LHXNMiLL 

• s -k ?»!..•• li.inK.n. . 

■ i iiiii'm *.iiu vesti'ruav in.:? 

• .mil iruxict-- i>: :iv* «.it— u » •••sm 
.vinu> Hank m.iv noi rn "ive 

ruiitimilliun-ooilar tunnensaiion 
: icKauc> mat mrv naa ar: arnica lor 
uemsclvcs as i»rccn Point. tuseo ir. 

' lushing. Querns, converts irom a mu- 
,;ai >a vinits bank in an insitiuiion 
.vned nv sioctmoidcrs 
■ Dir trusters had fiduciary duties 
» mch in our view they diu not satisfy 
! •- rrick D Ccpnas. tnr superintendent 
i Hanks, said in an interview vester- 
aav. •line til tnr difficulties in me wax 
mat the t.iecii Point deal w.i> -trui 
aired was mat ine trustees nau a divid- 
■ u luvaltv. Ili.u is wnat we were irv:nu 
m correct 

New York law is murkv as to wno — 
•f anybody — ..auallv owns a mutual 
..ivmcs bank. When a mutual convert* 
Icposiiors are ctven first right to Duv 
-•nates ot stock at "insider" oners tnai 
tvpicailv sbooi un later. 

Uut the law onrs make ctcar tnat me 
irustees have a dutv to act in in** 
interests of the institution and the com 
munitics it serves. Some depositors n: 
Green Point nave criticized me dcai 
because the stock offering would havr 
made millionaires of all the trustee?. 

raising questions about mcir obicctiv 

ity. 

If Green Point stock appreciated .» 
in similar conversions, ine tup it> off. 
tors and trustees would split gains 
i outline $H5 million, according to ar. 
vsttmaic hy Ely ft Company, .i Virginia 
consulting firm. Thomas Johnson, me 
former president of Chemical Uankinc 
Corporation, who was hirco six niomns 
ago to be Green Point's cnairman was 
to nave received S2 minion m siock 
and options on S-l million more as oar* 
if .t package mat klv estimated t ouiu 
iiual $9 million. 

Yoatcrday s decision comes |Ubt a: 
i ungress is starting to hold hearing* 
on legislation tnat would ugnten in*, 
rules Inr executive compensatior 
when siaic-chartered mutual s.ivmg- 
hanks are acauired or conduct imiu 
siock offerings. More man ion mutua. 
hanks issued stock or mrrgco wit- 
-harcholder-owned institunons la-’ 
vear. and in manv cases, tup execu 
lives and trustees were n.musomeix 
1 1 * warded 

Yesterday's decision m disallow 
uih profits hv top executives ;iR- 

• rusiees was highly unusual Scott V 
v. nisNixx a mutual savings insiitutiur 
•xpen at SSL Securities .. broke* 
.•gc Hrm in Charlottesville V.. . .-a:- 
ruis w.i*. ihc first time mat a -t.v 

iiiKinu I'-amator nad tiarreu :isv 

• :• from nenetiting irom m* vm- 
•?:y m*i itu: ions mev rur. 

’A it is low nteUKiCU trial >.::•• 
r.ina :*•-? itui in:: 

• line ■ . nun k halt ' .me: 

• •: riumoii* :• •• •• ?•:- : 

:■ mill'-" •• 



i*.i:.*. - aid a 

• ;uiuns ;• vutiv»-s ir..: itu 

... .iiivr one v -ubiect * -iru" 

.. . louiiiu view nv . :’.exx 
..Miinitiee oi mrre new nuisidc direi 

i » 

; ::c u.mKinc department also saiu 
•:ai me trustees naa not adequate^ 
•uoervisco the process ov which Hv- 
,nue ot the bank was appraised O' 

: f» l-'inanciai. The department none- 
aeless decided io permit tirccn Poin: 

. proceed wan i:.< oiicrinu using ira 
■upraised value e: S600 million u- 
•••00 million 

■ .recn Point n-> aureeo to accept 
•ae order and expect.- hi complete tne 
•m k offering nv *v\i week Nonet ne- 
Green Point advisers cnticuea 
-." state action a- inconsistent ar..: 
;ifair. „ , r . 

H's prettv strict -.nd Mark to- 

• n. a principal won Adams Cohen 
i unties one oi •Ireon Point s un- 

■wwnters tirccn Point s trustees 
\c-re no iess involved in overseeing 

• -to appraisal man in most other simi- 
,r conversions, ne said. 

it ill. tirccn Point cnose to accept 
tie seincmcni wun ine oanking dt- 
; trimcm ratner man abandon this 
unversion and start over, Green 
i ‘mm could have switched from a 
•ate chaner to a Federal charter 
that would haw allowed its original 
man to proceed. 

Green Point's aeciston essentially 
•recludes a poxRiolo takeover hid bv 
,nv tuner bank. Alter tirccn Point 


it « -»>•«! »>'■"> ' unl 
,. r .. . ... juiiiii: N'-.x Yon; x TP" 
., llt : ;i::i!Mi.i; :io-:if :•!*» I" 1 
!•::» i :mi to iii.ikc 

:vmen: * ''"^ v ' ! ‘ 

■ -.mu • • 

• .hv. : i i:t tion 

A . ..:im. - i 

-. tmvm u-. pi,J " •' ‘ i -‘- 

PUIIIH ' ' ‘UM'U .!!- ! " 

x-uiis tnat n*ut*weu ivu tne uuoai • 

-. ,.I io i:ikv .. -oshr took ai -••'-f* 
jut » convet'Moh man. xxmen a ri.r.. 
iiliallv approveu 

;n DcccmiK'!. «-ieen Point s em- 
ersion plan xx...- approved hv •»* 
Kirccnt oi the votes east ov ucoosi 
.u s Uarclv more tn:tn the 75 percent 
; ceded, hut me nanxinc oepartmeiv 
..mod the oiicnng pending an invest: 
.atiun. 

tne banking department nad crii '■ 
-vd manv aspects oi i.ieen Point ; 
iions including me method used to 
' K ’ n n ’ ais ll mo disclosures to de- 
-iltirs anu the met nods t»v " n,in 
. t ixic- wt-re *"lii ited in tne uct»osii«> 
.oie 

. .ii vii point advisers said the issue 
. nt . trustee supervision of me an- 
was a mere technicaluv mai 
i lowed the banking department it 
mpensaiv lor tne fact that its exist- 
:ig policies had allowed such law 
umpcnsation 

• 1 here was a lot ul pressure ov 
. ephSS ociuasc u» me windfall ma: 
.vemS to oc going to current man 
ugement -aid barren Tratger. < 
SSS1 lawyer who has worked as 
.lUtsiOc counsel lor me state bankim. 
department on other matters. 


Big Payouts Denied 

Th« Now York Stato Banking Department rejected proposed 
compensation for executives and trustees of the Green Point Savings 
Bank m connection with its initial public stock offering. Here are die 
number of shares that would have been allocated under the rejected 
plan and the estimated total gam based on an initial offering pnea of 
$13.05 a share ana en eventual market value of $27.47 a snare. 


Mar •Mean 



If 

if 

Stadi 

matter** 

Cat. 

Total 

s* 

Thomas S. Johnson 

307 

153 

30 

S 0.18 

Bemaostte Anes 

115 

88 

15 

4 JO 

James M. Cave 

115 

88 

11 

424 

Martin S. Dash 

115 

88 

7 

4.10 

12 trwteaa 

1.341 

1.226 

24S 

S8J4 

TOTAL 

2.185 

' 799 

310 

85J1 
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U. S. SENATOR 


A! D' Amato Release 


Contacts: Washington • Frank Coluu < 


FOR IMMRDIATB RELEASES 
Friday, January 28, 199*1 


i E W V O R K 11 ■ — 

: • 2 02/224-6496 Now York • Zania Mucha • 212/736-3665 

CONTACT t Frank Coleman 
(202) 224-6498 


eight^Rapublicana * on^tho ■ « n king* 

dLiqrs's was. ■.::*»£ tsatszrsa- 

Guaranty and its connect, n t.o the Whitewater Developme 
Company. 

D' Amato, the senior i - publican on 
have twice requested tha* • ho RTC (Resolution Trust C *P° ) 

uU ^whaiTthn statute 1 imitations arpiras on civil action. 

against Madison. 

-N. hav. r. calved no.., in, but .hockiny d.l.y. n0 
official response to our . . for^torm^on, as soon 

added. -Mow we learn thai « ho civil expire 

as rebruary 28th, and it . r ,-iars that they wre taking linrie, 
any action to protect th<> '••xpayers and to punish the 
wrongdoers . ■ 

The senator noted th.n although R ^J? a ^^ r Sa^ing 
referrals as early as Oct. *--■:# 1993, they have been or gg g 
their feet on the civil : i h*. 

"During this critica: period, valuable tine has been lost. 
This must stop," D'Amato • irged. 

in . lotto* to Chain. 

anecial meeting— author! z* i under the senate ra*ee » 
2SftttK^*-Ul of .. ,.;oviou. ^o- c « u h --r^fn, 

mattara which are clearly lor ths juriwuww» w 

Cosnittee. 

The rules permit a mi: .mum of th ff^aamitteo chairman * 0 
request a special meeting • the ^ the meeting , then 

declines within three cai.„U.r da^ to ac^ula tne^ee^ng 
a majority of the coomitt* • may override the cnairman 
schedule the meeting. 

"The clock i. tickin,. -mo 

out," D*AsAto stated. "Jum : :o may be denied and tne American 
taxpayer left holding the* 

In oorlior eortoapon.; D’A^o »air^ both^t^«^y IMk 

Gonoral Janot Reno and RT. ••• tin* ^"o £ ?££tation. with 
voluntary agreements to w-.. v t ho udtmi the 

various participant. in fi. whl.aw.tor Mitw-wciuaum 
President and Hillary Rodi<-..» Clinton. 

x copy of tha latter . chairman Riogla la attachad. 

CO012894- 


, tha ccaadttaa. If tha chairman 

i.,r days to achadula tha meeting, than 

;..fy warrida tha chairman and 


w..«hinglon,lkC. 20010 • ( 2 Q 22*6642 


t mo main swm/ MMeete 


s^iMiostewi'i 


JAN 28 *94 16122 


202 224 2000 PROi.002 
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Mrs. Clinton’s Ex-Law Firm Defends Whitewater Role 


2917 


The Wall Street Journal 
January 24, 1994 



-T- 





2918 


2MFta. Fnmuflv 1C, 1994 


TnfAsancTwiPi 


FDIC Rules Out Rose Firm Sanctions 
Over Potential Madison Case Conflict 


IIm Q||au QjJkMZfli 

OUHD iwaimw> 


The Federal Deposit 
Corp. m ii e d a report yesterday say* 
fog it would not seek kgff sanctions 
a gai nst the Rose lav firm of Little 
Rock, Ark., for apparently foiling to 
fafly disclos e two areas of potential 
conflict when it was hired in 1989 to 
pursue a case involving the defunct 
Madbon Guaranty Savings & Loan. 

FDiC lawyers said that former 
Rose partner Webster L Hubbefl. 


ton in 1965. But after exaadnk* the 
Roae firm’s prior work for Madison, 
the FDiC hat tat mfaad that it 
wofod not have been a bar to him 
the firm. 

Potential co nfl ict s by the Roae 


he was hired that his fotherMn r, 
Seth Ward, vis in litiga- 

tion wfoi the g ov er nm en t over bans 
hnd real estate cnmm i a afa ns he 
be eereed as a Madkon ex- 


Bat the FDIC said it had no me- 
at the time that 



ing HflkryRodham Clinton, repre- it gone to triaL The FDIC sought $10 
milion in damages and $10 million in 
punitive damages. Rose settled the 
can with Frost for $1 million, biffing 
the gov ernment $400,000 a legal 

The FI)??report noted that tome 
staffers objected to the retention of 
_ the Rose firm because Hubbefl could 
the 1980a included Hubbefl. Hilary have access to information that could 
Onton and former deputy White benefit Ward, but said -there is non- 
House counsel Vincent Foster, have 
bean the subject of news reports in 
recent months. The firm was served 
with « wide-ranging su bpoe na this 
week by apodal counsel Robert B. 

Flake Jr„ who k conducting a breed 
probe of Madkon and the Whitewater 
raff eetate corpora ti on. The Cfintona 
owned the Oarfcs land venture with 


h reviewing its decision to retain 
the Roae firm, the ag ency said its 
sfoff lawyer was unaware of a 1989 
tetter from Foster sofiritfog FDIC 
walk. The letter in clud ed a state- 
mat that the Roae firm idoa not 


ijfae alleged fosiaaeei kvohedeeon^ 
Act of interest.* it akd. 

• Ths FDiC also said its attorneys 
here no rocoflaccfan of Rose kwynre 
mentioning that firm lawyers, fachd- 
t* : 


data in state or federal 


Hdbbefl was the feed attorney on 
the FDKTa case egtat Madison's 
eeooatanta. Frost k Go* and Ward's 


transferred.” The report said the 
Roee lawyers working on the Frost 
case with Hubbefl imposed their own 
internal "firewall" to prevent Ssior- 
mata on Ward from befog pasted on 

•wfcUaufiJurelt 

foternel FDIC memonah onr that at 
Inat four agency employees in Little 
Rock kerned that Hubbefl wee 
Ward’s soa-fo-law s eve r a l months af- 
ter he was hired sod voiced concerns 
anm r. run oocuraeota rhhm 
under the Freedom of I nfo r ma t i o n 
Act show that two of them wrote 
rnemoe to their superiors. 

There appears to be a conflict m 
representation and a quoation of loy- 
alties,* wrote FDIC sfoff attorney 
Pad Jeddefoh to FDIC nqirrrltii 
attorney April Brrefow fo Watagton 
on June 8. 1989. 


ded to be an exhibit in the case had 


were dare, end had Hubbefl write a two- 


FCost of Probe Bothers President 


By Ruth Marcus 


: # d ?-i- - /v r;_A — tJ - -M — 

v rroww uwi o fl tan yemraaf 
{that the d e cision to appoint a ape- 
el to fareatigrte the 


the ta xpayer* mffiioos of dd- 
before eventually cfoetfag him 
any wrongdoing, 
i ma n ena ion wmcn many caned 
for is going to cost the taxpayers 
«a»in— of doflars, he reus e what 
they did wre to shut down the in- 
vestigation that wm ongoing of the 
SfUL issure down there (fo Arfcan- 
(nsj, which I bare nothing to do 
| with.” Clinton told report e r s . “So it 
* may take a good while because they 
hare to go over all that ground.” 

« uuugn unM c o m pile d 01 
the cost to taxpayers. At torney 
General Janet a p poi nt e d ape- 
cfol counsel Robert B. Flake Jr. only 


ocrets end Republicans that an out- 
side investigator was needed. 

The reason I thought it was a 
good idea to do the special co unsel 
was so I wouldn’t have to fool with 
it a nymore, and Vm not 
any time on it,” Cfiaton said. 

Cffita said the h v eatmen t. on 
which he and HflforyRodham Clinton 
say they foot $89,000, was ”a simple, 
rt ta h tforw aid thing, and n be 
shown to be.” He said the lore oc- 
curred because of a downturn in the 
raff estate market, adding. Tn 
amaaed by afl the twists and turns of 
int e rpret ati on that’s been given. But 
that’s about what happened.” 

Cfinten’a co mm en t* , fo a radio in- 
terview and later to report e r s , were 
among his moat extenare on White- 
water since the special counsel was 
named. He said he spoke Wednesday 
with kfo lawyer. David Kendall, and 
r ec ei v e* a “regular update* from 
Kendafl every few weeks. 


letter to FDiC offidak at 
Madison stating he had “not repre- 
sented Mr. Seth . Ward fo connection 
with any issue or matter relating to 
his disputes with Madison Guaranty.” 
Ken K. Stack, sa FDIC official 
a s signed to evaluate Madison loans, 
wrote to his boas on Aug. 10, 1989. 
stating in part In the process of our 
suk against Frost & Co., we wffi most 
certainly examine practices and pro- 
cedures Madison Guaranty used fo 
day-to-day operations. We are mak- 
ing this i n fo rm a t ion available, in do- 
tal, to Mr. Hubbefl. To b eh e re that 
none of thk Infor ma tion wffi make it 
back to Ms foody is naive.” 

The FDIC report, which men- 


said’ko father ac ti o n a ppeara to hare 


The Roee firm cited the 1984 
Frost audit when it asked state reg- 


There is no 


that the 


any way in the audit or took any po- 
sition as to the quality of the audit.* 
afod the FDIC report. 


I 
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Transcript of Hearings 
Before The 


United States Senate 


CO MMI TT EE OS BABCTS, H O OSI B B SID URBAB AFFAIRS 


Hearing on 

TEE SEHI-AHNUAL REPORT OP TIE 
RESOLUTION TRUST CORPORATION 
THRIFT DEPOSITOR PROTtCTIOS 
OVERSIGHT BOARD 


O’ »<* 

f ? 

it 
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] Lansns 

j SlftXEBEffl Oil 

\ HONORABLE LLOYD BENTSEN 

,! Chairman, RTC Thrift Depositor Protection 

j Oversight Board; Secretary, Department bf 

| the Treasury, Washington', D. c. ; ; ;r' £ 

1 HONORABLE ALAN GREENSPAN 
I Meeber , RTC Thrift Depositor Protection 
l Oversight Board; Chairman of the Board of 
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! Hearing on 

THE SEMI-ANNUAL REPORT OF THE RESOLUTION . 

TRUST CORPORATION THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD 
THURSDAY ff FEBRUARY 24, 1994 

United States Sonata 
Committee on Banking, Housing, 
and Urban Affairs 
Washington, D. c. 

The committee sat in Roon 538 of tha Dirksan Sonata 
Offica Building at 10:05 a.s., tha Honorabla Donald w. 
Riagle, Jr. , chairman of tha committee, presiding • 
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The Chairman. The Committee will come to order. 
Let me welcome all those in attendance this 

morning . 

I want to say again to my colleagues how much I 

?! 

appreciate the cooperation yesterday in reporting out the 
6 Interstate Baulking Bill. I think the fact that we were able 

i 

to act unanimously was a very important statement of how 

i 

good that piece of legislation is t and the cooperation back 
and forth across both sides of the Committee dias. 

This morning we welcome the RTC Thrift Depositor 
Protection Oversight Board. And there are here to discuss 
with us their semiannual report regarding the activities and 
the operations of the RTC. 

Treasury Secretary Lloyd Bentsen, our former 

i 

colleague, serves as Chairperson of the Oversight Board, and 
Deputy Secretary Treasurer Roger Altman is Acting Chief 
Executive Officer of the RTC will be the ones testifying 

diracely coday. 

4 

The ocher members of the Board are also here 

I 

today and are available for your questions, and we will have 

i 

some for them. 

They are Alan Greenspan, Chairman of the Federal 

Reserve . 


FDIC . 


Andrew Hove, who is the Acting Chairperson of the 


Ace-Federal Reporters. Inc. 

Nationwide Coverajte 

202 - 347.3700 800-3364646 410484-2550 


was 



2923 


f" 354C1C1 ’| 4 

“'•fB/aeh i| 

1 

1 And Jonathan Fiechter, who is the Acting Director 

2 of the Office of Thrift Supervision. 

3 The FIRREA legislation required that the 

4 Oversight Board make semiannual appearances before this 

5 Committee. This r.ow is the seventh such semiannual 

6 appearance here . 

7 At all these hearings, the Oversight Board has 

8 been required to update the Committee on the progress that 

9 the RTC has made m resolving thrifts under its control and 

10 its efforts to sell assets of failed thrifts. 

11 The RTC currently has 63 conservatorships that 

12 remain to be resolved. 

13 As of year end, the RTC had assets in those 

14 conservatorships and in receiverships with original booh 

15 values of approximately $66 billion. Two- thirds of that 

16 amount is in what the RTC calls "hard- to -sell" categories. 

17 Well, the RTC has so far disposed of more than $393 billion 

18 in assets, or approximately 90 percent of their book value, 

4 

19 lately, progress appears to have slowed markedly in selling 

20 RTC assets. 

i 

21 Despite the provision by Congress last fall of 

22 ample funding tc permit the RTC to complete its task for 

23 resolving failed thrifts, and a financial plan that calls 

24 for the resolution of 43 institutions in the first quarter 

25 of this year, the RTC has resolved no conservatorships since 
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i 

1 early December. 

i 

2 Furthermore, sales cf hard-tc-seil assets i the j 

3 second half cf last year fell to less than half of those j 

4 sold in the previous year. So we hope and expect that our ! 

I 

5 witnesses today will be able to advise us as to when we can 

6 expect a resolution activity to resume* and whether the 

7 slower pace of asset sales simply reflects the fact that 

8 * they are now down to the point of selling very difficult to 

9 sell assets, and if so, we need to have that explained to 

10 us. 

11 The R7C is of course scheduled under present law 

12 to terminate on December 31, 1995. Any assets that the RTC 

13 is unable to dispose of by that date will be transferred to 

14 the FDIC . At the same time, the FDIC will have to reabsorb 

15 up to 1,600 RTC employees who have the right to return to 

16 the FDIC. 

17 Obviously managing that transition alone will be 

18 a difficult cash. So we will want to hear what progress has 

19 been made in planning for the transition to the FDIC, and 

20 how large a pool of assets the RTC expects to leave when it 

21 goes out of business for ultimate disposition by the FDIC. 

22 Now the RTC has been criticized extensively for 

23 the way it has conducted its operations over the years. We 

24 have had numerous GAO reports pointing out problems and have 

25 heard testimony from many witnesses detailing past mistakes. 
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Last March, here. Secretary Bentsen promised this 
Cocmittee that he would undertake a series of management 
reforms at the RTC to address issues of waste, fraud, abuse 
and mismanagement. 

Congress incorporated the requirement for those 
reforms and a number of others into last year's final 
funding legislation, so we are very interested in learning 
what changes had been made and how successful those changes 
appear to be. 

Finally, the Committee held a hearing last 
September which a large panel of impressive and credible 
whistleblowers testified. Based on that, T asked the RTC to 
investigate their claims and I want to hear today what has 
been done to evaluate those claims and what collective 
actions have been taken. 

These whistleblowers testified about waste and 
mismanagement involving, among other things, the contracting 
oversight, professional liability activities, and asset 
disposition efforts of the agency. 

So we look forward to the Oversight Board's 
testimony on this matter, as well as its presentation on the 
progress made by the RTC at this time. 

I might just add one other thought just to sort 
of put everything into context, and that is that over the 
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1 years, since we began this process of dealing wich the 

2 | failed thrifts, in August cf 1989* we provided S50 billion. 

3 In March cf 1991, $30 billion, December cf 1991, another $25 

i 

4 billion, but only $7 billion of that was actually spent by 

5 ; the April 1992 deadline. 

6 j And then in December of last year, we approved 

7 .j what we understand to be the final funding leg which carries 

8 ■ with it unspent funds previously provided, a total of $18 

9 billion provided in December of 1993, which brings us up, if 

10 you add up all those numbers and do the offsets, to a figure 

11 of 105. 

12 My understanding is that there is roughly about 

13 $24 billion of that total that is available to complete this 

14 | job. And if that number is not correct, I would appreciate 

15 having you give for us today as accurate an assessment of 

16 those numbers as you cam. 

•j 

17 Now what X am going to do this morning, I am 

18 going to, in a moment, call on Senator D' Amato, and because 

I 

19 I know there are going to be questions that members want to 

20 ask, I want to reserve as much time as I can today for 

i 

21 ( questions. 

22 So after Senator D' Amato makes his opening 

22 statement, I will call on other members, but I would like to 

24 j ask members on both sides in the opening statements today if 

25 they could be brief in what they say, so that we can get 

i 

j 
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1 into the presentations and get into the questions. 

2 Senator D* Amato? 

3 Senator D' Amato. Thank, you very much, Mr. 

4 Chairman . 

5 Mr. Chairman, let me first, at the outset, thank 

6 ^ you for your cooperation in this matter, for calling this 

i 

7 hearing, and for also joining with me and other of my 

8 i colleagues in requests that we have made of the RTC for 

9 information. 

10 I think it is fair to say chat without your 

11 having joined with us, some of the information that was made 

12 available and some responses that we received would never 

13 have been received. 

14 Me may question the adequacy of those responses 

i 

15 but, were it not for your help, we would not have had any. 

IS I am going depart from my prepared remarks for a 

17 moment because something quite unusual took place last 

18 evening. I call it the midnight delivery. 

j 

19 Boxes of material began arriving at our Banking 

20 Coenittee office after hours. One came in close to 10:00 

i 

21 o'clock. The most interesting of them, I found, was this 

22 RTC conflict of interest analysis of the Rose Law Firm. I 

23 was not even aware that there had been such an analysis, and 

24 of course we have been asking that now, through staff and 

25 through letters, for quite awhile. What has been taking 
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place? What are you doing? What action is taking place? 

I must say that if this constitutes the bulk of 
the action, it is quite deplorable. 

I must say that this document is dated. Mr. 
Chairman, February 8th. and yet we get it, as I called it, 
in that midnight delivery last evening along with 100 pages 
of attachments or 200 pages of attachments. Sven if you 
took that Evelyn Wood) speed reading course, I think you 
would have difficulty getting through it all. 

And delivered last evening well after office 
hours where staff just really had an opportunity and I have 
just had an opportunity to read it for the first time. We 
will make it available. 

I have to say this to you. Were it not for some 
media report, it was the Washington Times, we had no 
inkling, no idea, before we actually asked specifically for 
this report I think last week, and that, obviously was 
available since February 8th. 

I will just refer to, and this was the first time 
literally, at ten minutes to 10:00, that I had an 
opportunity to look at it . 

Scope of the Investigation. This investigation 
focused on whether or not the Rose Law Firm discloses 
previous representations of matters into the FDIC and the 
RTC. I underlined a little part. I think it is quite 
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1 fascinating and interest trig, and I hope my staff has been 

i 

2 ■ able to pass it out to my colleagues, any colleagues 

i 

3 interested in it. 

4 Interviews of current or former Rose Law Firm 

1 

5 • actomevs who may be knowledgeable on this mater were not 

2 

6 conducted. 

I 

7 This is really one heck of a thorough report. I 

i 

8 mean, interviews of those people who were knowledgeable were 

? not conducted. 

10 It goes on at the end summary. Rose did not 

11 represent matters and prior to its failure of the savings 

£ 

12 ■ and loan, but it does talk about the fact that there are 

13 some very interesting, and I leave it for the media and 

14 ; others and some of the lawyers to analyze what they knew, 

s 

15 what they did not know, the accounting firm that they were 

16 jj called upon to sue, that they had used and before state 

17 regulatory agencies, in order to put out an underwriting. 

18 I find if that is not a conflict, certainly in 

19 > the utilization of that law firm to sue these people who 

20 • they had hired and settle the suit for considerably less 

21 than it was initiated on certainly raises with this Senator, 

22 and that is known as the Frost matter. 

23 It concludes by saying that this report is 

24 , provided to the Office of General Counsel for any action it 

25 deems appropriate. That was sent on the 8th. 


4 

1 

i 
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I am going to give you a little time. Mr. Altman. 

I spoke to you last tight , the deputy secretary, said some 
of the questions I was going to ask you. So let me tell 
you, 1 am going to ask you what has taken place, what action 
is taking place, who's revealing this, because I have to 
tell you I find this unacceptable . This is the kind of 
thing that just does not square up. 

Then it goes on, it says this investigation was 
coordinated with the FDXC who conducted a separate and 
independent investigation of this matter and the FDXC 
attorney is John Downing. And of course X saw his report 
which X think leaves a lot to be desired. 

So, Mr. Chairman, I am sorry to have to open the 
hearing in this manner, but when documents of this import 
are dropped on us at midnight, that is not fair to us, it is 
not fair to the American people, it is not fair to the good 
work and the hard work that has been done by lots of people 
in the RTC in resolving many of the disputes. Because i 
think we have come a long way towards meeting many of the 
goals. 

I am going to ask that the rest of my statement 
be placed in the record as if read in its entirety. 

But I will say this to you. I have been troubled 
about the handling and the manner in which the Madison 
Whitewater situation has been handled. I have been 
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criticized about it. This is political. 

Let me say this. We do not ask for any special 
treatment, nor do we expect that people who come from high 
places cr powerful positions that there be special treatment 
accorded. We say that the iaw should be afforded to 
everyone . 

And were it not for Senator Metzenbaum and 
Senator Murkowski and our resolution that extended the 
statute of limitations, and that was done overwhelmingly in 
the Senate and in the House, why, the statute of limitations 
of February 23th would have been upon us. 

The RTC had no way of knowing that that was going 
to take place. They never anticipated it. And so when we 
asked what, if anything, was being done by way of a lawsuit, 
I see what was being done: nothing. I see what we had as an 
analysis as it relates to any possible conflict, and i see a 
referral over to general counsel. 

And I can say that it was only fortuitous that 
the situation built and we were able to at least extend that 
statute to 1995. 

I am going to ask, because I know we want to get 
to some questions, and I know that other of my colleagues 
have questions to raise, but I will be asking members of the 
RTC Oversight Board, many of the same questions I have 
raised in my letters and on the floor of the Senate. 
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A a I have indicated, laic evening I had a very 
brief discussion with the Acting Chairman who is, by the 
way, Z think placed in a very difficult position through no 
fault cf his own. 


5 1 think Mr. Altman finds himself in a position 

I 

6 where here he is, a presidential appointee, running the RTC, 

3 

7 now eleven months. 1 do not know how he handles the 

i 

8 situations which put him into possible conflict where he has 

9 to be making decisions as to what to do, what actions to 

10 take or net to take, as it relates to the Whitewater matter 

11 specifically. 

12 I know he's indicated to me that his term is up 

13 March 30th, and he cannot wait for that to take place, for 

14 it to end. Z do not blame him. But I have to tell you, Z 

15 would like to know who is supervising this, what is taking 


16 place. 

17 And, Mr. Chairman, I would also like to put forth 

18 ^ to you a request, and you have been extremely fair. Zt 

19 seems to me that this Committee has an obligation to find 

20 out and get out all of the facts, not to impede the special 

21 prosecutor and/or his undertaking. 

22 That I would hope. Mr. Chairman, that you would, 

23 in a bipartisan fashion, as you have moved forward, in 

24 seeing to it that the documentation of the facts as it 

25 relates zz this case are made available to the Committee, to 
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che Committee and/or its staff, so that we can see to it 
that what should be done is being done. 

There are just too many questions chat are 
unanswered in this situation to date. There are not 
satisfactory explanations. See to it that all the 
documentation that cam and should be provided to the 
appropriate authorities is done so, certainly on the civil 
side. 

The criminal side, that is another matter. 

So later on, I will have a formal request to put 
forward to you. Mr. Chairman, but I would hope chat we could 
join and do this in a bipartisan fashion. 

And I thank the Chair. 

(COMMITTEE INSERT.) 


i 

i 



i 
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The Chairman. Well, we will cake that up later 
when you present that point. 

Let me just, for completeness of the record, ask 
unanimous consent to insert the letter that you sent over to 
the RTC dated February 18th, requesting these documents that 
arrived last evening. 

And I think it is important to note that this 
request, which will be in the record, was made last Friday, 
and members here can account for why the documents arrived 
last evening. 

But I do think it is important to note that the 
request you made was not all that long ago, and the 
materials that they have assembled are now here. 

But 

(COMMITTEE INSERT. ) 
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1 Senator D' Amato. Well, Mr. Chairman, for point 

i 

2 of amplification, let me say that my staff has been 


3 • requesting this by way of telephone, by way of talking to 

4 ' staff over a period cf time. 

5 We did not even learn of the existence, and I do 

6 , not know if anybody else knew of the existence of this 

7 reDort, as it relates to the RTC and the possible conflict, 

3 

8 until February 17th, and we only learned about that, I 

9 think, as a result of an article that appeared in the media. 

10 Now it is one heck of a thing, when we are asking 

11 for information, and get little, if any, that we have to 

1 

12 learn of the possible existence of this through the media. 

13 And that is what prompted us to then formally request this 

14 ' by way of a letter. 

15 And I have to tell you something. If they had 

16 ’ this report, they could have sent it over on Friday. They 

17 could have sent the report over on Tuesday morning. 

18 You certainly do not wait until the end of 

I 

19 | business on Wednesday evening and send the report over at 

20 j 9:00 o'clock, 9:30; that is wrong. That is simply wrong. 

21 And if you want to talk about stonewalling, that 

22 is what has been going on. Obfuscation, that is what has 

23 been going on. 

24 If I have any faith in terms of how this matter 

25 is being pursued, the answer is absolutely not. 

i 
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The Chairman. Senator Murray? 

Senator Murray. Thank you. 

Mr. Chairman,, almost a year ago, we sat in this 
very room and considered the Thrift Depositor Protect Act of 
1993 . 

The program and funding for the Resolution Trust 
Corporation was not an easy process nor one without pain. 

And along with you and other members of this Committee, I 
insisted on increased accountability for all RTC spending. 

I did that with the hope that we could put the 
RTC out of business as soon as possible, save the taxpayers 
significant amount of money, and get on with other important 
national needs and goals. 

I am disappointed that, in spite of assurances 
which this Committee was given last March, that there is 
still ns permanent head of the RTC. 

Mr. Chairman, 1 have a great deal of respect for 
Roger Altman, but I cannot understand how he can possibly 
have the time or energy to undertake two of the most 
demanding positions in our government: Deputy Secretary of 
the Treasury and the interim Chief Executive Officer of the 
RTC. 

Management reforms start with a permanent 


' manager. 

i 

Along with my colleagues, Senator Boxer and 
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Senator Moseley -Braun, I wrote to President Clinton December 
16th, urging him to appoint a new head of the RTC. We want 
the President to make this a top priority. 

And I will be very interested today to learn, in 
detail, the progress of the search and the Administration's 
commitment to that. 

Another issue of great concern to my constituents 
is the effect of the rising interest rates that will have on 
the recovering s&L industry. I am very interested to hear 
Chairman Greenspan's thoughts in that area. 

The kinds of activities that resulted in the 
creation of the RTC were generally not found in financial 
institutions in my home State of Washington. 

Every banker in my state brings to me regulatory 
problems which she or he blames on the S&L crisis. 

Mr. Chairman, relatively few thrifts failed in my 
state. Washington's financial institutions are among the 
most community-minded in this nation. CRA ratings for our 
banks are among the highest in the nation. 

The people in the Pacific Northwest feel they did 
not cause this problem, but they surely know that they are 
paying for it. Most cf the problems associated with the RTC 
occurred during the two previous administrations. Much of 
the anger which people feel about RTC however has not 
subsided. 


Ace-Federal Reporters, Inc. 

N«t»Oftwid* Coverage 
WO TM +646 


15360 


202-347-3700 


410464-2550 



2938 


5785401: 

"WB/aeh 


19 

? 

j 

i 

1 Mr. Chairman, people wane us co put this sorry 

2 chapter in American financial history behind us 

3 I know there is a lot of work being done, but the 

4 public wants to know what has been achieved. 

5 I urge the Administration once again to make 

6 closing the RTC a top priority. 

7 Thank you. 

8 The Chairman. Senator Bond? 

9 Senator Bondi. Thank you, Mr. Chairman. 

10 In probably a man -bites -dog reversal of fortunes 

11 around here, wnen we have people from the financial 

12 regulatory institutions before uis, 1 want to congratulate 

13 you and thank you for the good jobs that you have done. 

14 We are seeing a significantly lower deficit 

15 because of the successful resolution of many of the savings 

16 and loans. The men and women who have worked all these 

17 years, they have not just sprung to life in the last few 

18 years, in the last year, they have done a good job. We are 

19 resolving thrifts, failed thrifts more successively. 

j 

20 We have benefitted from low interest rates, and I 

i 

21 appreciate the dedicated work of our independent Federal 

22 Reserve. 

23 In doing that, the FTIC premium fund has built up 

24 and we are in better shape and there is much praise that 

25 should be attributed to a lot cf hardworking folks who 
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normally only get the blame. 

In my questions, I am however going to focus on 
one particular issue, and that is the position the control 
retention of documents in the Madison Guarantee case 
because, frankly, there are a lot of us who have grave 
concerns about what has happened to the documents. 

First we heard Whitewater documents now we did 
not have any, they disappeared, no, they were not there. 
Then the tragedy that befell Mr. Foster, everything was 
accounted for. And Mr. Nussbaum said that he had a list of 
ail the documents. 

And the press brought to our attention, after 
months of hard work, that Whitewater files were ir. Mr. 
Foster's office. A search occurred the night of his death 
and files were taken out by White House political aids. 

Then we hear the White House was voluntarily 
sending documents to the Justice, and the White House had 
asked for a subpoena. 

Then the White House had heard about the 
subpoena, and it called Justice to negotiate the terms. 

We have heard about shredding documents. 

We have heard many stories that raise grave 
concerns about whether the facts will be available for the 
special prosecutor and others. 

And in my question time, I will address some 
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specific questions on that matter. 

Thank you. 

The Chairman. Thank you. 

Senator Kerry? 

Senator Kerry. Thank you very much. Mr. 

Chairman. 

1 guess our colleagues on the other side of the 
aisle have sort of signalled an intent, which they have been 
signalling for some days, to turn a review of the RTC into a 
dialogue, if that is the word that can be used, on 
Whitewater. 


j 

1 


1 will reserve a few comments on that. 

I want to first address some of the RTC issues 
and then sort of nix it in a little bit, perhaps with some 
of where we are going here. 

A year ago, when the Secretary appeared before 
this Committee with a nine-point plan to reform the 
Resolution Trust, Z remember then expressing my concern that 
the Treasury did not have an adequate picture of the 
magnitude of the RTC* a problems, including the massive 
fraud, waste, abuse, etcetera. 

Z did not hear mj colleague from New York 
suggesting it at that time; Z did not hear my colleague from 
Missouri suggesting it at that time. 

Z was especially concerned because the 
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Administration had very few of its own people in place. And 
in handling RTC matters, the Administration was forced to 
rely on the very people who were responsible for the 
catastrophe of the RTC, a catastrophe which came to us 
during the last twelve years of non- regulation. 

Because the Administration was relying on the old 
guard, I then expressed my concern that it would be very 
difficult practically to carry out reforms that the RTC 
needed . 

Now a year later, despite I think heroic efforts 
by Secretary Altman, the Secretary and ethers, some real 
improvements have taken place, and some good people have 
been appointed by the Administration, but I believe because 
of the depth of problems which existed at the RTC during the 
previous twelve years, without adequate regulation, that 
this Administration has not had time to get a handle on the 
full measure of shortcomings that existed. 

Over the past year, my staff has talked to 
literally dozens of employees and managers, none of whom 
have been talked to by my colleagues across the aisle who 
today express such concern about one institution. 

And these people told us of reports of disarray 
at the RTC that have only scratched the surface. And that 
in reality, regional offices in the fields, the situation 
remains worse, something that my colleagues on the other 
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side of che aisle have ncc seen fic co concern themselves 
about. 

So when my colleague comes here coday suggesting 
chac we have gcc co proceed in a bipartisan fashion on what 
is very clearly a partisan singling out of one institution, 
it is very hard for me to really take it chat seriously. 

And Z hope the members of the press and the 
members of the public, who are watching, understand 
specifically what is happening here. 

On September 23rd, last fall, this Committee took 
the. testimony of some 13 whistleblowers for five hours, and 
they described a shocking array of problems at the RTC, 
potentially costing the taxpayers billions of dollars. 

Not one of the chairs across the aisle had a 
Senator sitting in it. Not one republican saw fit to cos* 
and care about the RTC when those whistleblowers were here 
talking to us. Sut today we are concerned about one 
institution. 

Now we have heard allegations of steering of 

contracts by RTC personnel to former and future employers. 

" I 

Me heard of major accounting firms receiving huge RTC 
contracts and then hiring inexperienced people off the 
street, and padding the bills after they did incompetent 
work. 

Me were told about faulty computer systems for 

* 
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1 legai billing, thousands cf lost invoices, so the RTC could 

2 not even determine whether a bill was legitimate or not. We 

2 were told about sexual discrimination, physical harassment. 

4 We were told about RTC employees being asked by RTC managers 

5 to fabricate data for Congress when the real data was 

6 unavailable, it would not look good. 

7 We heard allegations of the RTC Inspector General 


8 being viewed by employees as in bed with management or 
S incompetent. And we heard particularly disturbing evidence 

10 of the government taking a dive in prosecuting cases against 

11 S&L wrongdoers in Colorado and Texas. 

12 No hue and cry across the aisle from my 

13 colleagues suggesting we ought to extend the statute of 

14 limitations. No hue and cry suggesting that we ought to 

15 have a special prosecutor for Texas. 

16 Following the hearing, the Treasury promised to 

17 respond to the allegations made by these whistleblowers. I 

18 still have questions about it but they are working at it; 

19 something that never happened in the prior twelve years. 

20 Now despite the hiring of some good people in 

21 Washington, I still think there are serious questions today 

22 about these abuses and what is happening there. 

23 But I think you have to stop and take a hard look 

24 at what is happening here with respect to Whitewater. 

25 We have a special prosecutor, a republican. I 
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1 believe he contributed to the campaign of Senator D' Amato. 

2 Ke was nominated by President Bush to be a Deputy Attorney 

3 General in 1589. but because he was not absolutely in line 

4 with all of President Reagan's appointees to the judiciary. 

5 j he finally withdrew. He was the Chief Prosecutor in 

6 Manhattan, appointed by President Ford. President of the 


7 American Bar Association, and he is investigating this case. 

8 1 I do not think you could find a prosecutor in the 

9 United States who comes to this with better credentials of 

10 impartiality and of substance and capacity. 

11 It seems to me Congress has learned something 

12 about invading the prerogatives of special prosecutors and 

h 

13 ruining cases by virtue of our intrusion: witness what 

14 happened in Iran Contra. 

15 But leaving that aside. I hope the press will be 

16 very, very clear. Madison, if you look down the list of 

17 cases, these are the list of cases, the cost of bailouts. I 

18 ^ would like my colleagues to look at this. 

19 Here is the first page of major bailouts in the 

20 4 United States, beginning with Lincoln Savings, going down. 

i 

21 We got First Savings of Arkansas. Little Rock-based. It is 

22 number 20. but not a question has been asked about that. 

23 obviously. It is worth about S347 million. 

24 You go down to number 34. you have got the Savers 

25 in Little Rock, but not a question's been asked about that. 
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nor was it ever by our colleagues. 

Then you go for several ocher pages and there is 


no ocher institutions . There are a lot of other big 
institutions, many cf them in Texas, I might add; some of 
them elsewhere. 


:j 

i 


I 


Independence Federal Loan in Batesville, 

Arkansas , but they are not asking about that . 

You can go down through the hundreds. They are 
still not asking any questions. You go down through 137, 
but they are not asking any questions. You do down through 
160, but they are not asking any questions. You go down 
through 183, but they are not asking any questions. 

Then you have got a couple more. And one of 
them, finally, number 194 is Madison, and that is the only 
one they are asking questions about. 

Now we tried four successive times - - 
Senator D' Amato. Did they figure out why? 

Senator Kerry. It is very easy to understand 
why. It is because the President of the United States 

Senator D' Amato. -- and his wife represented the 
firm. I mean, and we talk about cover up. We talk about 
looking at the facts. All we are saying is, let's see the 
facts here. 


You want to know why? Because today, we have not 
had the facts. We have had obfuscation. 

j 

\ 
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Senator Kerry . Mr. Chairman? 

Senator D' Amato. Well, you asked why. 

Senator Kerr*/. Mr. Chairman, I believe I have 

the floor. 

The Chairman. The gentleman from Massachusetts 
has the floor. 

Senator Kerr*/. Now let me point cut to my friend 
from New York, that is the obvious rejoinder and we knew it 
would come to that. But do not come here and suggest 
therefore that this is somehow bipartisan. Because this has 
nothing to do with federal policy on savings and loans. 

It has to do only with the question of whether or 
not the President might have done something wrong. 

Senator O' Amato. No, I did not say that. 

Senator Kerry. Then you come 

Senator D' Amato. Maybe you said that. I did not 
say that he did anything wrong. Let's understand that, so 
do not put words in my mouth. 

Senator Kerry. Then if he did not do anything 
wrong, and it has to do with the question of policy, you 
have to ask the question: Why are those other institutions, 

why are the Texas institutions not of this significance. 

In fact , maybe we ought to be 

Senator D' Amato. No one ever suggested that, and 
the only reason I am asking is because you are putting it in 
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the nature that would require a response. So, Mr. Chairman, 
I will try to hold, hut I will tell you, I reserve the right 
to answer my colleague when he puts forth and challenges me 
as to my motivation. All I want are the facts. 

Senator Kerry. Well, I want the facts. 

Senator D' Amato. If you do not want the facts to 
come out, that is your business. And if you want to ask 
facts on any other banking institution, and that is our 
responsibility, then we should do it. But do not hold me 
because I did not ask about something in Texas. 

If somebody comes forward and says to me they 
want to know something that is incredible conflict, I say we 
should look at it. 

Senator Kerry. I believe I have the floor. 

Well, you see, I want people to understand. 

Senator D' Amato. They understand. 

Senator Kerry. I want them to understand the 
double standard. 

Senator D' Amato. I do not see a double standard. 
Yes, I do see a double standard. I would say to my friend, 

I see a double standard. I see a cover up here. I see a 
whitewash here. 

Senator Kerry. Mr. Chairman, do I have the 

floor. 


The Chairman. Senator D' Amato, Senator Kerry has 
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i 

1 the floor. 

!i 

2 Senator Kerry. This Senator came to this 

■I 

3 Committee ar.d tried to oet this Committee to investigate 

1 

4 BCCI , and the response cf the Senator from New York and 

t 

5 others was this Committee should not be involved in 
* 

6 ' investigations. And we couid not even get a subpoena. 

7 This Senator *- 

8 * Senator D' Amato. I was helpful to you in BCCI. 

5 Senator Kerry. Let me finish. 

10 Senator D* Amato. Okay. 

11 Senator Kerry. This Senator came to the floor 

12 and suggest ed, as did the Senator from Colorado previously, 

13 Senator Wirrh, and he sat right here and we fought in this 

14 Committee again and again to get full disclosure with 

15 respect. But this Committee could not proceed forward. 

16 Four times we voted on the floor of the United 

17 States Senate in an effort to try to extend the statute. 

18 The Senator from New York voted against it. Finally turned 

19 ^ around -• 

20 Senator D' Amato. That is absolutely incorrect, 

I 

21 Senatcr. 

22 Senator Kerry. He voted against it twice, and he 

23 finally -- 

24 Senator D' Amato. No, we voted for a clean bill, 

25 and you knew that. And I supported language, and as a 
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1 • matter cf fact, if it was not for my effort, we would not 

2 extended file statute of limitations. 

3 Let's get the record straight. 

ij 

4 Senator Kerry. I have the record right in front 

i 

5 . of me, Senator. It is right here. 

6 Senator D' Amato. And I will read it too, and I 

! 

7 will read it with the quotations in it. 

i| 

8 Senator Kerry. Is the Senator saying he never 


9 

voted against ar. extension? 



10 

Senator D' Amato . 

I did not say that. I did not 

11 

say that . 



12 

Senator Kerry. 

Correct. The Senator voted 


13 

against an extension. 



14 

jj 

• Senator D' Amato. 

1 

Not four times. 


15 

Senator Kerry. 

I did not say four times. I 

said 

16 

four times we tried to get 

n 

it, and four times we failed 


17 

N 

because it was stripped in 

conference. 


18 

Senator Gramm. 

1 

Mr. Chairman, are we doing 


19 

* opening statements or is this a debate? 


20 

We have got people here that are important that 

21 

4 

have jobs to go to. 



22 

Senator Kerry. 

I just want to lay out very 


23 

clearly, 2 am willing to have any facts laid out but if 

we 

24 

are going to come at this. 

then I also want Columbia 



25 Savings, I want the full measure of Texas, and I want all of 
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\ 

them laid cut which is what we tried to do since I have been 
| in the United States Senate. Let's go the £ull distance and 
let's have a clause, let's have whatever we voce on 
ultimately reflect the full investigative effort that we 

i 

tried to get previously. 

Senator O' Amato. I would support the Senator. 

If there is any institution that we feel or any Senator or 
; this Committee feels has not been handled properly by the 
RTC, I tell you now I would join in an effort to see to it 
that we get the proper oversight. I have no problem with 
that. 

The Chairman, vre have got eight additional 
members here that may or may not want to make opening 
comments and we did get in to something of a debate during 
that one . 

Senator Mack, you are next. You have an opening 
comment you want to make? 

Senator Mack. No, I do not. 

The Chairman. Thank you. 

Senator Braun? 

Senator Moseley- Braun. Thank you very much, Mr. 
Chairman. I hesitate to get embroiled in a brawl, but I 
could not help but think, listening to the comments of 
Reverend Jesse Jackson's statement that a text out of 
context is a pretext. Now only Reverend Jackson could come 
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1 up with something like that. 

2 But 2 think, in this context, it points exactly 

3 to what Senator Kerry has pointed out to the Committee and 

4 to the people here assembled. 

5 We are looking at and dealing with a huge mess, 

6 and I think we have to take a look at the context in which 

7 all of these issues arise to give these witnesses an 

8 opportunity, this distinguished panel of witnesses an 

9 opportunity to respond to what has happened to the 

10 taxpayers' interest, to the country's interest in regard to 

11 the larger question cf depositor protection and oversight by 

12 the RTC . 

13 The failing of the S&Ls cost this country in the 

14 neighborhood of $125 to $150 billion. I think that it is 

15 fair that we give these witnesses an opportunity to address 

16 the large issues pertaining to these questions having to do 

17 with current management reforms, what are the goals for the 

18 agency, how far have we gone to recapture funds that the 

19 taxpayers have had to shell out, and where there has been 

20 wrongdoing, and particularly Senator Kerry's lists of the 

21 S6Ls, I mean, the failed S&Ls. I think we have an 

22 obligation to hear how the agency has responded to those 

23 challenges and those questions and what is being done now to 

24 clean up the house that was inherited by this 

25 Administration, to fix the problem that was inherited by 
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this Administration, and what this distinguished panel has 
to say about the general climate in which this cleanup is 
taking place. 

Secretary Greenspan and I would very much like to 
hear from him on the issue of interest rates and where we 
are going. Secretary Bentsen is here to talk about the 
overview of Treasury's initiatives in this regard, and I 
congratulate Secretary Bentsen because he was here at the 
beginning. 

I guess I date my service on this Committee with 
the first hearing that we had at which Secretary Bentsen 
testified and talked about the initiatives to clean up this 
agency. 

And so, Mr. Chairman, I am going to actually ask 
that my written statement be admitted for the record. 

The Chairman. Without objection, 
f COMMITTEE INSERT. ) 
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Senator Moseley -Braun. But I do say that it 
seems to me to be a lost opportunity and unfortunate to 
engage in a brawi about a house that was inherited in dire 
condition, that was messed up and for us to get into an 
argument over whether there are doilies on the dining room 
table . 

We have to put this in context. We, I think, 
have an obligation to hear from these witnesses regarding 
the issues that this hearing was convened for. 

The Chairman. Well, we are moving toward the 
witnesses so the mere economy we can get in the opening 
statements, the quicker we will get to them, I say to all 
the remaining members. 

Senator Domenici? 

Senator Domenici. Mr. Chairman, I have a 
statement that 1 want to give, because I want to talk a 
little bit today about equal justice and treating everybody 
fairly. 

But first. Senator Kerry, let me say I think when 
you talk about republicans using this hearing for the 
purpose that you describe, let me make two points. 

If they are, that is not untoward or out of the 
ordinary around here. We do it ail the time. 

And secondly, I think every republican that has 
learned about this from Representative Leach through our 
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;j 

leadership, through Senator D' Amato, have all said that this 

■i 

Madison failure demands an investigation. 

Now frankly, we would not be doing it this way if 

\ 

this Senate, controlled by your party, would do what it has 
done on many occasions with reference tc other politicians 

1 

that happen to be republican, and had a hearing on the 

4 

subject. 

You know, it does not go unnoticed that the 
President's son had a detailed investigation public in the 
United States House about his activities and his, what is 
it, Silverado? 

Frankly, if you just look at what was in the 
newspapers about Silverado versus what is in the newspaper 
] about this, you could just take 25 American citizens and 

•s 

say, is there any difference in terns of having a full blown 
hearing on it, where witnesses are called and evidence is 

* 

taken? 

, I trust them. I would think an overwhelming 

! majority would say, why do not you do it. 

So my response to you is , why do not we have a 

i 

committee appointed in the. United States Senate to 
investigate this, and then we will not have to do it, and we 
will not have to ask questions about it here. 

Now, having said that - - 

Senator Kerry. Would my colleague just yield for 
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a moment? 1 do net wane to get into a thing. But, I mean, 
this is important dialogue and I do not want to dismiss it. 

I do not believe there was a special prosecutor. 

>i 

Now the distinction is that we have learned that 
■I 

. when you have a special prosecutor. Congress tends to screw 

i 

it up. -do not know what is wrong with waiting the few 

• months to see if the special prosecutor comes forward 

! 

1 adequately, and then proceed. 

Now let me just finish. 

Secondly, the second distinction is, you had, at 
that time, a major breaking. I mean, we also had a major 
j investigation, and the Senator, who is the Chairman, will 
tell you all about it, that involved democrats too in the 

ij 

Senate. 

? 

I 

And that was because we were at the cusp of the 
savings ana loan crisis. And we were dealing with the most 
significant institutions; in fact, the number one 
^ institution. 

| Now we are talking about an institution where you 

j have no evidence of federal action, no evidence of federal 
involvement . It is in fact a series of state involvements 
with a state official at the time he was a state official 
involving state personnel. 

We do not really have a nexus to this. And we 
are doing this in the aftermath of a whole host of other 

i 
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1 

institutions chat were created differently; namely, Texas 
and elsewhere, because the statute was allowed to run. 

Now we have extended it, and the Senator from New 
York deserves congratulations. I joined him in that. 

I am fully prepared to have this institution 

;l 

fully investigate this if we are not satisfied, but I truly 
believe that what we are doing now is piling on in a clearly 
; partisan fashion. 

Senator Domenici. Thank you very much. 

Might I finish my remarks? 

The Chairman. Yes, indeed. 

Senator Domenici. And if anybody thinks I am 
addressing their issue, just interrupt me and I will yield 
to you. I do not really have any reason to hog the floor 
here. 

But let me make two more points and then give you 
a little analogy that I think is terribly relevant and 
deserves a little bit of consideration by the Committee. 

First of all, in the Bush situation, there was an 
investigation, he was fined, and there was a full blown 

! 

hearing in the Congress also. 

Secondly, 1 understand the prosecutor is 
exclusively a criminal prosecutor. In fact, I have not seen 
his 


The Chairman. That is not correct. 
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Senator Comenici. Not true? 

Maybe ycu could bring us the charge some time. 

The Chairman. Yes, I will do that. 

Senator Domenici. Fine. 

The Chairman. Let me let you finish your 
comment, and then I will read that into the record now. 

Senator Domenici. But let me say, it sounds to 

me hind of strange that while the members of the Senate and 

House were calling for an investigation, the majority party 
here responded that no investigation was in order and 
stonewalled it. 

In fact, look at Representative Leach in the 

House. What did he have to do, right? He did not have any 

authority to get any information. He went on his own and 
did it. 

Well, we are asking for that leadership here says 
r.o. Then the push comes for a special prosecutor and that 
takes forever, and now the special prosecutor ought to 
preclude us from inquiring. 

Frankly, I think you can work out some agreements 
to have oversight up here. 

And my last cne goes - - 

The Chairman. Senator Domenici, would you, at 
that point, before you move on, just so I can -- 

Senator Domenici. Let me finish this thought 
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1 because I chink it is very much related. And I say it to 

2 ail these people at this table, many of whom are very good 

3 friends c£ the President; one's a cabinet member. 

4 I think a mistake is being made over and over 

5 again by not putting the facts on the table. If there is 

i 

6 nothing to hide, this President, his wife, this 

7 ^ Administration would have been better off in the beginning 

8 to put it on the table. 

9 Look how many of these we have had that started 

10 smail and everybody says, if they just would have put the 

n facts on the table, nothing, it would have resulted in a 

12 little investigation and everybody would have understood it. 

13 Instead, here we are forced with evidence that is 

14 out there, that the media are printing, we do not know if it 

15 is true or false, and we are forced into this situation to 

16 J try to get to the facts. 

17 And then, when we are, we are sort of accused 

18 . because this is not deserving of this kind of hearing. 

19 There are so many others that are in Texas, and there is one 

i 

20 in New Mexico up there. Maybe there is. Maybe they are not 

i 

21 big enough. Who knows? 

22 In any event, I want to yield to you at this 

23 point, Mr. Chairman. 

24 The Chairman. Well, let me respond to a couple 

25 of the points that you made. 
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1 • First of all, just with respect to the charter of 

t 

2 ^ the independent special counsel, and I will send you down a 

3 '' copy cf this after I read the citation into the record. 

4 

4 This is from the Federal Reaister February 4, 

5 1994, which lays out the full text of the legal charter, the 

6 ' empowerment charter of Independent Special Counsel Fiske. 

i j 

7 . And it cites here on four different places that he has full 

! 

8 ’ authority to proceed to act upon any violation that he finds 

9 of either the criminal or the civil law. Specified that he 

10 has both charters available to him. 

11 Now that does not set aside any responsibility of 

■i 

12 , existing agencies to proceed with respect to their charter 

13 regarding civil actions. But the point is he is very 

14 ' clearly given that specified authority to proceed not just 

ii 

15 any criminal matter that he may find, but also on any civil 

16 matter. 

:j 

17 And so, just so that is a matter of record. 

18 ,| But secondly, he has spoken on this issue. And I 

* 

19 ■ think Senator Kerry makes a very important point as to who 

20 | this man is, what is background is, and his certifiable 

21 independence. 

22 And if you will recall what he stated the day 

23 that he undertook this assignment and his actions since, 

24 ■ including those that he has taken as recently as yesterday, 

25 I think this is an independent counsel that is clearly at 
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work or. all aspects cf this issue. 

But he was asked to comment: cr. this very issue of 
the Congress starting down the track of a parallel 
investigation now that he is charged with doing this work as 
in independent special counsel. And this is what he said, 
when asked if he thought this would interfere with his work, 
and I quote him directly. He said: 

"I think the history of these situations is that 
it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think just looking back at the past, we can 
all see chat it is not an easy relationship.” 

Now the citation 4 s been made cf other 
Congressional investigations where people were actually 
found to have committed crimes and then were never punished 
for them as a result of the fact that the criminal charges 
were later thrown out in a court of law because of the 
Congressional investigation that happened earlier on. 

So what I have said, I have very carefully 
weighed the requests that have come from your side of the 
aisle with respect to the questions that have been raised. 

And I have said, and I repeat here again today, 
when the special counsel completes his wsrk, if there are 
any questions remaining that require action by this 
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! 

Committee cr oversight on this Committee, we will get into 
them. 

But it also should be said, and I have said this 
other times, and I do not know. Senator Domenici, whether 
you were in the room cr not at that time. You have cited 
things that the House has done in the past . 

This Committee, by its structure and nature and 
definition within the Senate, is not an investigative 
committee. We do not employ any investigators on this 
Committee. The Senate does have Committees that do have 
that authority. 

Government Affairs Committee does, the Judiciary 
Committee does, we do not. So that any effort to try to 

l undertake a full blown investigatioft, not just a hearing or 
inquiry, but to do this job right means you need 
investigators. You need to bring witnesses in that may want 
to come and they may not. You might have to subpoena 
witnesses and you become involved in a very time-consuming 

i| 

I and very careful legal process that would run directly into 

j the work that the special counsel now has underway. 

And, you know, I do not think we can justify 
doing that. I do not care what the case is. 

It would be a different matter if there were not 
an independent special counsel who, in this case, is a 
republican himself by his background and, you know, he has 

j 

•i 
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I 

I 


j 

i 

3 

i 

I 

! 

ii 

i 


been ccr.pl imented highly, not the lease of which by my 
friend and colleague, Senator D'Amato, who ac the time sort 
of gave this guy the Good Housekeeping Seal as a person who 
would conduct a thorough and fair impartial investigation. 

So I think we have got to let him do that. I 
think that is the lay of the land here with respect to that 
particular case. 

Obviously, under the law chat was spelled out in 
FZRREA, you have certain rights which you are exercising 
today to ask questions about certain cases up to the point 
at which it may interfere with the on-going work of the 
special counsel. So you know, we will have to sort of 
address that as we go. 

' But that is why we have these witnesses here 
today, so they can answer questions. 

So I want to move on down through, if I can, 
because we have got other members and I want to get to our 


^ witnesses as soon as possible. 

So, Senator Oooenici, had you finished? 

j Senacor Domenici. well, Mr. Chairman, I really 

i 

had not, but I was merely using most of my remarks to 
respond to Senator Kerry thus far. 

I had a detailed statement that I am going to put 
in the record, but I want to just tell you the essence of 

! 

it. 


i 
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The Chairman. Without objection, so ordered. 
( COMMITTEE INSERT . ! 
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Senator Tomenici. This is the essence of it. 

Yesterday we got a call from a New Mexican whose 
business was going to be foreclosed by the R7C, crying. The 
woman was saying, if I were a big shot in Washington, this 
would not be happening to me. 

Frankly, i have told most cf the members of this 
Committee who were here at various oversight hearings about 
a doctor in the State of New Mexico who ultimately settled a 
case because he was so harassed by the RTC. 

And frankly, Mr. Chairman and members, it is 
very, very interesting, because many of the things that this 
Skh did wrong are reported in the last two months in the 
Washington Post, the New York Times and the Chicago Tribune, 
as exactly the kina of things that went wrong in Madison. 

I mean, the analogy is incredible. Even to the 
extent of buying property that perhaps was over-valued. He 
had nothing to do with it, but they put that on as 
negligence per se, just because he was a member of the 
Board . 

Frankly, I think the essence of this case, this 
situation, and I am not the least bit reluctant to say to my 
friend from Massachusetts, this is about Madison, this 
hearing. It should be about it. We do not have an 
opportunity to do it another way. 

We ought to be bringing to the attention of the 
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American public what we can under proper rules right here 
today. It will not get very far because we do not have 
enough information. 

Secondly, I think the situation cries out for a 
total disclosure as to why the appearance is so strong that 
those who dealt with Madison as insiders, as incorporators, 
as lenders to a campaign and all the other facts alleged, I 
think those ought to be brought out, and sooner rather than 
later. 

I do believe, in my closing remarks, so there 
will be no doubt to friends of this republican, there is no 
doubt in my mind. And I say this to my friend, Senator 
Bentsen, who I worked with here forever and he was the 
chairman of a big committee, if these facts were out on a 
republican, with the democrats in control, if these facts 
were out on a republican with the democrats controlling this 
Congress, there would already be a special investigation! 
going . 

So if there is frustration, I believe it is real. 
I believe we really feel it. We cannot think for a minute 
that there would not be a special team here in the United 
States Congress investigating this if the shoe was on the 
other foot. 


24 Thank you for yielding. 

25 The Chairman. Senator Boxer? 
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Senator Boxer. Mr. Chairman, first I say to my 
colleagues, I know I missed some opening arguments, if you 
will. I was marking up the Clean Water Act and was trying 
to protect the oceans, rivers, streams, for everyone, and I 
hope I did part of the job. Took care of Boston, took care 
of everything. 

But, in any event, Mr. Chairman, as one of the 
people on this Committee, and it was all democrats that 
really called for this kind of oversight, we are the ones 
who said we want to oversee the performance of the RTC. And 
we made an amendment, some of us down on this end, to make 
sure we would have this kind of oversight. 

It is not about one institution; it is about all 
the institutions. So for this Senator, maybe I am at the 
wrong hearing, but I thought this was what we are supposed 
to do to ensure better performance of the RTC. 

Now we called for a number of things. 

Stronger internal controls against waste, fraud 
and abuse, a better RTC response to problems highlighted by 
the auditors, a plan to wrap up the cleanup process, 
expanded opportunities for small business women and 
minorities, stronger oversight of contractors, improved 
financial management and accountability of the RTC, an 
increase in recoveries from asset sales, greater protection 
of whistleblowers and aggressive pursuit of those whose 
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fraud and abuse cost the American taxpayers billions and 
billions of dollars. 

And whether those fraudulent actors are in 
California or Texas or New York or Arkansas, we want to go 
after them. So all the outrage that we have seen on the 
Senate floor about one institution, I want to tell you, X 
share that outrage about many institutions. And I am 
looking to you to tell me how you are fixing it. 

And that is the purpose of this hearing today. 

We have had a financial tragedy. I can never forget the 
looks on the faces of these older people in California when 
they bought those instruments they thought were protected by 
the FDIC and found out they had lost everything. 

That is the image that I bring to this hearing, 
that is what I care about. And I hope that in the course of 
the questioning about many of these S&Ls and the actors that 
are behind them, we can make sure, with confidence, that you 
are moving in the right direction. 

So thank you very much, Mr. Chairman. 

The Chairman. Senator Bennett? 

Senator Bennett. Thank you, Mr. Chairman. 

I do not want to prolong what has been going on 
but I must make a few quick comments on the main topic of 
the debate that has proceeded. 

I must agree with my colleague from New Mexico 
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I 

•i 

i 

that if the shoe were on the other foot, we would be seeing 
the same hind cf thing going on with posturing in other 
ways . 

i 

Neil 5ush did have all of his relevant material 
made public by the RTC. And I do not see a double standard 

in a call for Madison to have all of its public records made 

•i 

public by the RTC. 

I 

And I just pose this rhetorical question. 

If the lawyer for the Rose Law Firm who had 
handled this matter was named Ed Meese, rather than Hillary 
Clinton, would we be having the same discussion in the same 
way? 

Ed Meese is an acquaintance of mine. I will not 
call him a close friend. But he went through much of the 
same kind of thing, and I think if you were to make a chart 
of the number of Ed Meese' s clients in terms of their 
importance dollar -wise, you would find far many more pages 
prior to Ed Mease's name than we have seen pages here today. 

The Chairman. Senator Bennett, would you just 
yield to me at that point for a question? 

Senator Bennett. Surely. 

The Chairman. Because I have thought about that. 
And I think there is a very substantial difference, I say 
with all due respect. 

Senator Bennett. I would like to hear it. 
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The Chairman. And the difference is is that in 
the case you cited, the Neil Bush case, let us just take 
that case or any comparable case. There was no special 
counsel established at that time. That case was prosecuted 
or carried forward by regulatory officials who were within 
an Administration that had been appointed by that 
Administration. And that creates, cn the face of it at 
least, if somebody wants to challenge it, an appearance of 
conflict. 


The same thing could be said here in the absence 
of an independent special counsel. There was no independent 
special counsel in the Silverado -Neil Bush case. And if 
there were none here, with respect to Madison, then I think 
you would have parallel situations. 

ii 

That is not what we have. We have a profoundly 
different situation. And if you read the Charter of the 
independent special counsel, who obviously is aggressively 
at work. His reports today say that he plans to bring his 
first case within thirty days. He has indicated that. 

He has hired teams of lawyers that are being set 
up in different places. 

I have every confidence, based on what I have 
seen thus far, that this independent special counsel means 
to turn all the cards face up before this is done. 

That was net done in other situations. And so 


i 
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. when I think you try to make that parallel comparison, you 

( ! 

have to take that into account. If you were to subtract the 
independent special counsel from today's situation, then I 

i 

1 think you have an argument to make. But I think that makes 
it profoundly different. 

( Senator Kerry. Mr. Chairman, if I could just add 

is 

to that, there is no instance of President Reagan or 

j 

J President Bush appointing a democratic special prosecutor to 
investigate, as President Clinton has appointed a republican 
special prosecutor. Totally different. 

Senator Bennett. If I might respond. I am not 

j 

sure that it is acceptable to say that it is totally 
different. I am not talking about these kinds of details, 

| which I will allow those who have been here before to argue 
about. I am talking about the rhetoric, and I know the kind 
? of rhetoric around Ed Meese's supposed misdeeds, which 
clearly would not have arisen if he were not a close friend 
j of the President of the United States. 

And Ed Meese did in fact nothing criminal, but he 
| was pilloried on the floor of the Senate and in Committees 
of the Senate and in hearings when he came to testify in 
circumstances because of the fact that he was a close friend 

I 

of the President of the United States. And an argument 

i 

could be made that he was sloppy in some of his financial 
activities. 

i 
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I will not defend that. I am just making the 
| point that I think Harry Truman was talking about when he 

3 talked about heat and kitchen. 

\ 

When the President of the United States has a 
| problem with close associations, and in this case, an 
associate so close that he has married her, he had better 
jj expect this kind of partisan shooting, and 1 do not think we 
| should say, well, it is inappropriate for it to come up. 
Because it always comes up, regardless of who controls the 


Presidency and who controls the Congress, and it is a single 
standard that all of us in public life have to live by. 


! 


] 


Usually, to our sorrow, we discover it, but it goes on. And 
I think we should recognize that is what is going on. 

The Chairman. Senator Bennett, would you just 


Senator Granin. If we are going to debate, we are 
never going to be able to finish this hearing. I would just 
like to suggest we go through, let people make opening 
statements, let's go to our panel, and let us ask them the 
questions . 

If we go back and forth, we are going to tie up a 
third of the government here. Maybe some will say the 
country will be better off if they were here than doing 
their tasks, but we are paying them to do it. 

The Chairman. Well, we are moving as quickly as 
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we can . 

i Senator Bennett, let me just say I think your 

i 

last point in a sense makes my point. Ed Meese did come 

j 

J under, eventually, the jurisdiction of a special counsel, 

i 

| and that is when his name was cleared. 

/ And I think what you are saying is, in that 

E 

situation, as I listen to what you say, if the Congress had 
| not come in and sort of bounced him around, and he had the 
^ chance to have the facts laid out as they eventually were 
with special counsel, that that was a proper and fair way 

for it to be done. 

ii 

■ That is precisely the point we are making. 

Senator Bennett. I thank the Chair. 

| Let me go to the issue that Senator Boxer raised 

•i 

about outrage and what we are supposedly doing here at this 
j hearing . 

And I share her sense of outrage about people 
i like Mr. Keating who ultimately went to prison and deserved 
i to. The thing I would hope we would pursue, however, is an 
] outrage on the other side of the circumstance, with which I 
have personal experience. 

’ And that is, S&Ls in my state that were being 

properly run, appropriately managed, the assets were being 
well guarded and the depositors were being taken care of, 
that nonetheless were forced out of business by a very 

| 
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aggressive RTC that was determined not cr.iy to shut down the 
bad appies, but were determined to close down the industry. 
And anybody who had an S&L was immediately suspect. And 
more than suspect, ultimately destroyed. 

And it is the Clip side of what Senator Boxer 
talked about, people who had invested in good faith in a 
sound business that was soundly managed, who saw the 
depositors taken care of because of the bailout, and the 
shareholders lose their life savings because of very 
aggressive governmental activity. 

Now I do not expect that we can salvage that for 
those people who went through that circumstance. It 
happened during the infamous twelve years to which my 
colleague from Massachusetts keeps referring. 

I do not carry any brief for those administrators 
who did that during that period, but I would hope we could 
address the question of whether or not new in the present 
Administration there is an awareness of the fact that that 
mentality that I would compare to that that existed in Paris 
during the terror towards certain members of the aristocracy 
whether they had anything wrong to do towards the peasantry 
or not, existed in the management of the RTC, and whether 
that has been addressed, and whether there's been some 
attempt to cool that off. 

Finally, Mr. Chairman, I would submit, for the 
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record, a comment that appeared in the Denver Post that I 
find quite disturbing. It is signed by a John B. Cavanaugh 
who is listed as the Oversight Manager in the Denver Office 
of the RTC. I do not, by any means, say that I agree with 
Mr. Cavanaugh and the accusations that he made, but it is a 
very inf lammatory thing coming from an RTC official and I 
would hope it would go in the record and that there would be 
some kind of response. 

The Chairman. Without objection, we will place 
it in the record. I would like to see it. 

(COMMITTEE INSERT.) 
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1 The Chairman. Senator Faircloth? 

2 Senator Faircloth. Thank you, Mr. Chairman. 

i 

3 I will attempt to cut through this quickly. 

4 I fee 1 an apology is almost in order to our 

5 guests today, particularly those that did not come here for 

6 a Whitewater hearing. 

7 But the truth of it is the Administration had 

8 attempted to lock and limit the investigation into 

9 Whitewater and the opportunities that we have had to ask and 

10 to inquire into it have been extremely limited. We have 

11 been eating ice cream with a knitting needle and it is come 

12 out very slowly. 

13 (Laughter.) 

14 . Senator Faircloth. And I readily agree that 

15 Administration would have been better served if they had 

16 brought it out early. 

I 

17 We recently had the two reports from Mr. Hove's 

18 group, the FDXC, on the role the Rose Law Firm and the 

! 

19 ( Madison Guarantee Savings and Loan case. This is not an 

20 outside group. It wasn't even a report by the Inspector 

21 General. It was a report by employees whose career path is 

22 going to be determined by the investigation. It is a report 

23 by the legal division that retained the Rose Law Firm in the 

24 first place. 

25 The Rose Law Firm, Madison Guarantee Loan and 

Ace-Federal Reporters, Inc. 

•j Nation wide Coverage 

‘ 202-347-3700 SOO-3364646 4HWM-2350 


15398 



2976 


57 


FDIC have, and will continue to be staffed with personal 
friends of individuals who have been implicated in 
Whitewater- related conduct. Some of the implicated 
individuals are part of the Administration themselves, as is 
the case with Webster Hubbell. 

The FDIC legal division offered a report on the 
relationship of the Rose Law Firm and its client, Madison 
Guarantee Savings & Loan, which attempts to exonerate the 
Rose Law Firm and Webster Hubbell in particular. It 
attempts to, and the FDIC from any wrongdoing or conflict of 
interest. 

However, once again, we have career government 
employees who are investigating their appointed superiors. 

What the report does, and I assume you've read 
it, Mr. Hove, is list eight pages of memory lapses of 
Webster Hubbell, FDIC employees, legalese quotations from 
the Arkansas Bar Association, and apologies for not having 
or not following procedures. It is an eight -page plea of 
insanity. 

(Laughter. ) 

Senator Faircloth. What the report does not do 
is change the fact that Killary Clinton and Webster Hubbell, 
as partners in the Rose Law Firm, profited on both ends of 
the Madison deal. They got it going and coming. 

It does not change the fact that Hillary and Rose 
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intervened with her husband's political appointee in 
Arkansas to keep Madison in business. It does not touch or 
talk to that. 

It does not change the fact that Hillary Clinton 
was in a fifty-fifty partnership with James McDougal whose 
savings and loan failure caused the FDIC action against 
Frost & Company. 

It does not change the fact that Webster Kubbell 
was hired by the FDIC to represent what was left of Madison, 
despite the fact that it was being sued by a member of his 
family; his father-in-law. 

Now if you haven't read it, you ought to. It is 
really funny. The report says there was a conflict because 
Webster Hubbell had built a firewall inside the Rose Law 
Firm between him and his in-laws, an Arkansas firewall. You 
could strike a match behind it and hear the scratch, see the 
glow, and feel the heat of his firewall. 

(Laughter. ) 

Senator Faircloth. Of course, we now learn that 
in the case of Hillary Clinton, Vince Foster, and Dan 
Lassiter, the FDIC has exonerated Ms. Clinton from a 
conflict of interest without her even being interviewed. I 
do not know how you do that, but it worked out, without 
issuing a report. Totally, she was exonerated. No report, 
no interview. 
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We do not know how much money the Rose Law Firm 
earned or she earned for the firm because it was a 
confidential settlement with Dan Lassiter. 

Hillary Clinton's husband was bankrolled by 
Lassiter who's brother-in-law had his drug debts paid by 
Lassiter, and both of them were flown around Arkansas by 
Lassiter, and was hired by the government to represent the 
taxpayers against Lassiter. 

Now if that isn't a conflict, I do not know how 
you would design one. 

Now the FDIC decides that she had no conflict of 
interest and exonerates her. This after the person at the 
Chicago Tribune, 1 assume they're right, reported had Dan 
Lassiter's power of attorney, was sent to the White House to 
move the Whitewater files of Vince Foster, a Ms. Thompson. 
She was sent in to remove the files from Vince Foster's 
office. She had Dan Lassiter's power of attorney. 

Now if this isn't a cosy arrangement, I would 
like to hear one. 

Mr. Chairman, you cannot tell the people of 
America who work hard, pay their taxes and play by the 
rules, that these insiders who use connections, profit on 
both ends of deal after deal, ultimately at taxpayers' 
expense, do not have a conflict. 

Mr. Hove, the FDIC report means absolutely 
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1 nothing. I hope the search for the truth will go on. 

2 The Chairman. Senator Shelby? 

3 Senator Shelby. Thank you, Mr. Chairman. 

4 I have been in another Committee hearing, but I 

5 do have a statement. 

6 Mr. Chairman, thank you. I want to thank you as 

7 others have for scheduling this morning's hearing. This 

8 Committee has been very busy, but you are to be commended 

9 for finding an early date to hear from the RTC Oversight 

10 Board. It is very important. 

11 I would also like to welcome the witnesses today 

12 before this Committee. I am glad for the opportunity to 

13 hear from the Oversight Board on the progress of the 

14 Resolution Trust Corporation since the last oversight 

15 hearing. 

16 At the last hearing at which this panel was 

17 present, you were a new team which had just taken over the 

18 responsibility of the RTC. In the intervening year, you've 

19 had an opportunity to become familiar with the inner 

20 workings of the agency and presumably to make any necessary 

21 changes. 

22 I am very interested in your progress. 

22 However, I have a couple of concerns. It is my 

24 understanding that fewer thrifts than anticipated are likely 

25 to fail before the middle of next year. That is good news. 
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It is highly likely chat Congress appropriated -- 
maybe, I hope so -- coo much money for the remainder of the 
resolution process. This excess funding could encourage the 
RTC to be less aggressive in its efforts to obtain the 
maximum recovery for the taxpayers. 

I hope that this will not be the case, and that 
the RTC will pursue vigorously the best value for the 
taxpayers . 


Further, I understand that resolutions are 
currently being delayed while the RTC completes regulations 
concerning the minority and women* owned business program. 
This delay is unfortunate. I urge you to see that these 
regulations are completed quickly so that the RTC can 
proceed with the resolution process and complete its 
business before the middle of next year. 

I am sure there are few others who will be more 
pleased to see the lights turned off at the RTC than the 
five of you. 

And on another subject, I make, the following 
remarks only because I know it is been discussed already 
here today, and I wanted to make my position known. 

On the issue of the Madison Savings & Loan, there 
are unanswered questions that bear further scrutiny. We all 
know this. I believe that is in the best interest of the 
President and Mrs. Clinton and the right of the American 
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people to have a full and fair review of the facts 
surrounding the failure of Madison Savings & Loan, 

Whitewater Development Corporation and the Rose Law Firm by 
the FDIC. 

However, Mr. Chairman, I strongly believe this 
investigation is most properly handled by the independent 
counsel appointed by the Justice Department. Should Mr. 
Fiske uncover violations that warrant prosecution or other 
things, these efforts may be jeopardized, I would think by 
concurrent Congressional investigation. 

We know the history of this. I believe the 
Chairman has defined appropriately the role that this 
Committee should play at this time. 

The public interest I believe will be best served 
by the RTC's utmost cooperation with the special counsel as 
he conducts this investigation. 

I again appreciate the Board's appearance before 
this Committee, and I look forward to your testimony. 

The Chairman. Thank you very much. Senator 

Shelby. 

I want to say to my witnesses, we are getting 


close. 


Senator Gramm? 

Senator Gramm. Well thank you, Mr. Chairman. 
Mr. Chairman, first let me go back to the whole 
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point about why we are here and why, as we all know, this 
hearing is about Madison Savings & Loan. 

First of all, we have a mandate under law to hold 
an oversight hearing every six months. We have flexibility 
within that mandate, but the bottom line is this is the 
first hearing we have held in a year. 

And the primary focus of attention in this 
hearing is not the general oversight of the RTC, though 
clearly focus on that is worthy of our time and our energy. 
We all know why we are here and we are all here basically 
because there are a lot of unanswered questions that 
ultimately will be answered. The American public will 
demand that they are answered. 

But as long as they're not answered, we are going 
to end up spending our time in the use of our energies in 
mornings like this. Many of you are going to end up 
spending your time in similar pursuit. 

And the first point I would like to make, Mr. 
Chairman, is that the President could do us all a favor by 
giving the American public the relevant facts in these two 
cases, in Whitewater and Madison Savings. Give the public 
the information that clearly the public desperately wants to 
clear the air on this matter. 


i 

! 


And I believe if the President did that that he 
could free himself of a very heavy burden, and I think he 
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could free us. 

If I had wanted to be a prosecutor, I would have 
gone to law school and I would have gone into the criminal 
justice system. This is not my line of work, it is not 
something that I feel I have any gift at, and quite frankly, 
it is not something that I am interested in. 

But we can't very well act as if it is not normal 
mode of operation in the United States Congress. I just was 
jotting down here, given my poor old memory, examples of 
where we have had criminal investigations underway and where 
we have had Congressional hearings. 

Silverado, B&L, Penn Square, BCCI, Bank of New 
England, Empire Savings, and in the case of B&L, we had an 
independent counsel. So I think everybody knows that 
whether we want to be drawn into this thing or not, whether 
it is a good use of our time and energy or not, whether we 
are specifically charged with it or not, until the President 
clears the air by giving the American people the facts, we 
are going to be here. 

I hope that he will do that. There is nothing I 
would rather do than to get on with the Balanced Budget 
Amendment debate which is on the floor, to get on with the 
debate about health care. 

But I think clearly this is something that is not 
going tc go away. The idea that somehow that we can prevent 
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1 • che Congress from demanding chat inforroacion be proyided 

2 when we all know, and we can all cry co find chings chat are 

1 

3 differenc abouc chis case, buc chere is no knowledgeable 

i 

4 !' person in America chat believes for a momenc chac if Ronald 

5 Reagan were President, if an aide to Ronald Reagan had died, 

1 

6 * if che personal papers of chac aide had been gone through by 

7 President Ronald Reagan's political operatives, if all of 

j 

8 these questions were out there about Ronald Reagan, surely 

9 no one can believe that the Congress of the United States 

10 would not be setting up special committees, that it would 

11 not be che primary focus of what we are doing. 

12 Because the President's party is in power, 

13 clearly that is not happening. And I am not eager to see it 

14 happen. What I would like to see happen, Mr. Chairman, is 

i* 

15 for the President to present the American people the facts, 

16 answer the questions, clear the air, get this business over 

17 with so we can go on abouc our business, which is the 

18 ^ people's business. 

19 The Chairman. Secretary Bentsen, you have been 

20 very patient this morning, and we look forward to your 

21 report on the status of the RTC, and where we stand at this 

22 point, and we would like to hear from you now. 

23 

24 

25 
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STATEMENTS OF HONORABLE LLOYD BENTS EN, CHAIRMAN, RTC 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, SECRETARY, 
DEPARTMENT OF THE TREASURY; 

HONORABLE ALAN GREENSPAN, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, CHAIRMAN OF THE BOARD 
OF GOVERNORS, FEDERAL RESERVE BOARD; 

HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY OF THE 
TREASURY AND INTERIM CEO, RESOLUTION TRUST CORPORATION; 
JONATHAN FIECHTER, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, ACTING DIRECTOR, OFFICE 
OF THRIFT SUPERVISION; 

HONORABLE ANDREW C. HOVE, MEMBER 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, 

ACTING CHAIRMAN, FEDERAL DEPOSIT INSURANCE CORPORATION; 
DIETRA FORD, EXECUTIVE DIRECTOR 
RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD 
Secretary Bentsen. Mr. Chairman, members of the 


i 

r 
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i! Committee. I have the Oversight Board Members with me here. 

;i 

jj Alan Greenspan, Chairman of the Board of Federal 

ii „ 

j Reserve . 

; j Roger Altman, who is the Interim CEO of the RTC. 

.I I have got Jonathan Fiechter, who is the Acting 

jj Director of the Office of Thrift Supervision. 

•j Andrew Hove is the Acting Chairman of the Federal 

| Deposit Insurance Corporation, also accompanying us. 

I 

j Dietra Ford, who is the Executive Director of the 

1 

Oversight Board. 
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And I have a longer version for the record, but I 
5 would like to summarize it, particularly with the lateness 
^ of the hour, if I might. 

j The Chairman. We will make your full report a 

part of the record, and we would like your summary. 

jj Secretary Bentsen. Before I begin, in listening 

i 

to the partisan exchange, let me thank the members of this 
; Committee for their bipartisan support last year, in the 
last session, to obtain the funding to finish the RTC job. 

| I am quite appreciative of that. 

- Let me tell you something you do not hear very 

i 

often. We are not here to ask for more money. 

(Laughter. ) 

(Applause.) 

i 

Secretary Bentsen. The funding provided through 
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the RTC Completion Act ought to be sufficient. In fact, 
they tell me this is the first time that the Oversight Board 
has beer, before you that it wasn't asking for additional 
money and funding. And I am just very pleased to be able to 
inherit that honor. 

I am also happy to report that few S&Ls are 
failing, and 99 percent of private sector thrifts are well 
or adequately capitalized. 

Let me review some of the numbers for you.. 

Since the RTC was created in 1989, it is taken 
over 743 failed institutions and it is closed or sold 680 of 
them. In the process, it protected nearly 23 million 
deposit accounts with an average balance of $9,000. RTC 
made good on the government's guarantee of deposit insurance 
to millions of Americans nationwide, and I might add it did 
it with minimum disruptions. A lot of the customers did not 
even know that the RTC had taken over their S&L. 

The RTC also undertook the greatest liquidation 
in history, so far disposing of $393 billion in assets for 
about 90 percent of their book value. 

Frankly, I couldn't believe that one. I made 
them go back and check it again for me. 

The RTC' s sold, since its inception, nearly 
80,000 units as affordable housing, so at least tens of 
thousands of lower income families have benefitted as this 



Ace-Federal Reporters, Inc. 


Nationwide Coverage 

202 - 347-3700 900*3364646 410464-2550 




15410 



2988 


78540101 

"*^/aer. 


3 

4 
c 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 


21 


22 

23 

24 


I 69 

problem is being solved. 

i 

; Crime is at the top o£ our agenda these days. We 

1 talk about violent crimes. Well, this scandal had 
| criminals, had white collar criminals. More than 1500 
. persons were charged with major crimes involving S&Ls. 
j Nearly 1250 were convicted, and of those 

sentenced, more than 75 percent went to prison. RTC has 
1 pursued civil recoveries from wrongdoers with all involved 
agencies collecting nearly $2 billion. 

Mr. Chairman, when this Administration took 
office, the total cost of resolving the S&L problem was 
estimated between 5100 and $150 billion. When I testified, 
just last month, we thought as much as $45 billion in 

• additional funding would be needed. That was on top of the 
nearly $87 billion already appropriated. 

A lot of people agreed with us. The 
Congressional Budget Office estimated $50 billion. The 

* General Accounting Office had us around that level. And so 
j did the House and the Senate Budget Committees. 

( As RTC funding legislation moved through the 

i 

Congress last year, constantly improving economic conditions 
resulted in record earnings for the S&L and the banking 
industries. By mid -November, after lengthy deliberations in 


both houses, the funding bill provided $18.3 billion. And 
that provided the total amount that was provided by Congress 
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for the cleanup co $105 billion, a figure on the low end of 

i 

. the estimate when this Administration took office. 

•i 

I know the results could have been different, 
easily. Depositors could have lost all their savings. The 
loss to the government could have been far greater. 
Resolution of the problem could have taken much longer. But 

h 

tj 

to the credit of a great many people, and they are seated in 

!• this Committee, in addition, the problem is near resolution. 

I would like to give some credit to the 
management of the RTC. And I think we sure better credit 
the economy. Deficit reduction has helped interest rates to 
fall. 

We have taken steps to increase the availability 

. of credit. Tackling unnecessary regulations and report 
requirements that discourage lenders from making loans to 
small business. And we will continue to propose changes 
that will result in greater credit availability and 
efficiencies in the banking industry. 

This is why we want to settle a number of issues, 
including passage of- the Community Development Financial 
Institutions legislation, which includes a balanced 
reduction and regulatory reform. 

I will before this Committee next week with 
specifics on the Administration's proposal to reform and 
simplify the regulatory structure for depository 
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institutions. 

Our proposal will not only eliminate unnecessary 
regulatory expenses, which could result in the availability 
of greater credit, but as importantly, it can help avoid new 
crises by putting a stop to inconsistent and confused 
regulation. 

We will talk more about that next week. 

But the point I want to make on deficit reduction 
is that the market responded. The economy responded. 

Housing starts and home sales are up, and that is sure good 
news when you're the RTC and you're trying to close a 
property. 

I can't help think back what a dramatic 
difference interest rates make. I used to chair a savings 
and loan. I am sure glad I sold it when I came to the 
Senate . 

(Laughter.) 

Secretary Bentsen. I will tell you. Not smart, 
just lucky. But I will tell you, when you have got your 
mortgages at one rate, and all of a sudden long-term 
interest rates go substantially above that, you have got 
yourself a real problem in an S&L. 

And when you have got the government saying we 
will guarantee the first hundred thousand, and you have got 
a small, new S&L, and then they all three bundled up, 
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hundreds of billions and send it cc a little S&L, you saw 
that thing happen in Vernon, Texas, did exactly that. 

And then you see the others who are honestly 
trying to compete and what a hole it puts on them. 

Fortunately, we are seeing things go the other 
way with this substantial reduction in interest rates. 

And I want to say to you, Senator Bennett, I have 
seen some of what you're talking about too. But sometimes 
they were oversights, and that balances in part the concerns 
about what Senator Boxer has of those that have been ill- 
used and guilty of malfeasance. 

But lower interest rates and increased credit 
activity have brought about increased earnings for all types 
of financial institutions. 

Many S&Ls that may have been at risk are now 
making profits. You and I know we can't predict what is 
going to happen between now and '95 when the RTC goes out of 
business. Nobody foresaw the floods ana the earthquakes and 
they had their economic consequences. 

We are not done yet. Through '95, RTC must 
continue to protect depositors, must dispose of some very- 
hard- to -sell assets, and it must ensure its operations are 
run effectively. It must work toward an orderly transition 
of its responsibilities to the FDIC and it must never lose 
sight of its mandates to provide affordable housing and 
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1 » maximum minority participation, including implementation 

il 

2 provisions of the RTC Completion Act. 

H 

3 J I have urged the RTC to work aggressively on the 

4 J issue of minority participation. It is imperative that 
!l 

5 minority and women- owned businesses have an ample 

6 jj opportunity to win contracts, to purchase assets, and to 

7 acquire failed thrifts. In fact, the RTC is taking special 

j 

8 care to meet the requirements of the Completion Act to 

9 provide preferences to minority institutions by applying the 

10 lease cost test. 

11 Let me be more specific about some of those 

12 things I mentioned. 

13 The RTC has begun resolving 63 insolvent 

14 institutions now operating in conservatorship, which have 

15 about 2.3 million deposit accounts. Some additional 

16 institutions may be transferred this year, if so, the RTC 

17 will make good on the government's guarantee to those 

18 insured depositors and any others who might yet fall under 

19 its jurisdiction. 

20 j Insofar as the remaining inventory of nearly $64 

21 billion in assets, these, as you said earlier, Mr. Chairman, 

22 are the most hard to sell properties that are left. Real 

23 property and non -performing mortgages. 

24 While the improved economy helps sales, the 

25 potential loss to the taxpayers could be reduced if these 
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1 assets are managed and sold efficiently. The RTC is working 

2 on improving its marketing and sales strategies. It is 

3 seeking creative yet sound techniques to maximize returns. 

4 To fulfill its remaining mission, the RTC will 

5 benefit from good managers. 

6 Jack Ryan of OTS was appointed Deputy CEO. 

.i 

7 Helen Cook cf the OTS has been appointed General 

8 1 Counsel . 

9 And Tom Horten has been promoted to Acting Senior 

10 Vice President for Asset Management and Sales. 

11 And 1 can tell you today that the Administration 

12 expects to submit its nomination for a permanent chief 

13 executive shortly. 

14 I thank Roger Altman for the service that he has 

15 done as the interim CEO. His term expires the end of March, 

16 and we hope by then to have a candidate. 

17 In line with the RTC Completion Act, Jack Ryan 

18 will serve as the interim CEO between the time Mr. Altman's 

I 

19 term expires and the permanent CEO is confirmed. 

20 The Oversight Board will also make some 

21 appointments to the Audit Committee which will be in 

22 operation soon. 

23 I have asked Frank Reins, Vice Chairman of Fannie 

24 Mae, to chair that one. 

25 And to serve as members, we asked Jonathan Victor 
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of OTS, Robert Larson, Vice Chairman of the Taubman Company 
and a former member of the Oversight Board. Mr. Larson has 
also been renominated to serve on the Oversight Board and I 
hope you will be able to approve his nomination soon. 

The RTC will close down on December 31st, 1995, 
one year earlier than originally thought, and planning for 
that is weil underway. 

I expect the new management to work with the 
people at the FDIC in a cooperative way to carry out the 
transition of the RTC to the FDIC. This past year, the 
Oversight Board has also strengthened our staff reviews. 

I was being reminded of my testimony of last 
year, the recommendations and the improvements that we 
sought to bring about. We have done a number of them; we 
have r.ot . completed them all. We are obviously still working 
at it and we are scrutinizing some. 

For instance, our staff has been monitoring the 
RTC's efforts to improve its contracting systems and its 
oversight. The review is being conducted to make sure 
policies are applied uniformly to all contractors, that 
contract oversight procedures provide effective review of 
performance, another example. 

Staff has focused on the RTC's financial 
operating plan, its operating budget and all it is barring 
activity and our advisory boards are taking hard looks at 
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che policies governing asset sales. 

Lace last year, Ira Hall of IBM USA was named 
Chairperson of the National Advisory Board, bringing 
considerable financial expertise and private sector 
expertise to that process. 

These Boards meet regularly at sites nationwide. 
They discuss progress and they hear testimony from 
witnesses, and how these regulations and procedures affect 
different parts of the country. 

The RTC listens to their advice, and they have 
been instrumental in advancing affordable housing 
opportunities . 

Our advisory board structure will change this 
year. The Completion Act created a new Affordable Housing 
Authority Board to replace the National Housing Advisory 
Board. 


That new Board will be made up of nine members. 


including the Secretary of HUD. They will be providing 
advice on affordable housing programs and how to merge RTC 
programs with the FDIC programs after the shutdown, and we 
are looking forward to working with them. 

Now, last year at this hearing, I said I 
announced those ten goals insofar as improving or reforming 
RTC management. Things like putting in place a system to 
ensure prompt follow-up on findings of the Inspector General 


i 

I 
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and the General Accounting Office, strengthening the 
contracting system and oversight of private sector 
contractors. Appointing a chief financial officer. 

The RTC Completion Act mandated and expanded on 
those reforms and RTC is moving to meet the standards that 
Congress determined and set. 

I am pleased with the results. 

In a minute, I would like Roger Altman to discuss 
them with you, one by one. 

I hope you especially note what we have done on 
opportunities for minority and women- owned businesses and in 
strengthening our internal accounting and administrative 
control systems. 

I personally believe that these programs are an 
important part of RTC duties and that this is an area it 
must continue to focus on to ensure legislative mandates are 
carried out. 


Mr. Chairman, let me end on this. I believe that 

4 

•? 

the RTC has made significant progress in the past year in 

achieving its mandates and in addressing the concerns that 

I 

, you folks in the Congress raised, concerns by the GAO and by 
the Oversight Board. 

You bet there have been a lot of problems but the 
organization has been relatively free from partisan 
conflict. Republicans and democrats alike have been 



Ace-Federal Reporters, Inc. 

Nationwide Coverage 

202*347-3700 800-3364646 41M04-2530 

• • ■' - •* r. 


15419 



2997 


73540101 

■~*B/aeh 


78 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 


11 


12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


committed to fulfilling the government's obligations to 
protect depositors at the least cost to the taxpayers. In 
1994 we will keep working at that one. 

And looking to 1995, well, I believe the RTC will 
be more than happy to be out of business. I sure will be 
happy. 

Thank you. 

| 

Now let me turn it over to Mr. Altman. 

'' (Written statement of Secretary Bentsen follows:) 

j 

i: 

1 

i 

i 


4 

I 

i 

.1 

i 
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• The Chairman. Mr. Altman, we would like to hear 

i 

j from you now. 
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ti 

a 

•i 

• STATEMENT OF HONORABLE ROGER ALTMAN, MEMBER, ETC THRIFT 

i! 

DEPOSITOR PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY 
OF THE TREASURY AND INTERIM CEO RESOLUTION TRUST 

• CORPORATION 

Mr. Altman. Thank you, Mr. Chairman. 

ii 

I too have a longer statement which, with your 

I 

permission, could be entered into the record. 

*. 

j| ^ 

The Chairman. Without objection. 

Mr. Altman. And I will summarize it here. 

This is probably the final time I will appear 
before the Congress in RTC capacity. Under the terms of the 
Vacancy Act, my appointment would expire on March 30th. 

There are limited circumstances under which that could be 
15 extended, but I do not believe they will apply. 

As Secretary Bentsen said, it is our intention to 
nominate a permanent chief executive as soon as possible. 
Last year, we chose, I think a fine candidate, Fanley Tate. 

. He withdrew, which was not at our urging. And I believe he 
would have done a good job. 

I also want to join with Secretary Bentsen in 
thanking the entire Committee for its bipartisan efforts to 
secure funding through the Completion Act passed late last 
year. 

I would also like to note that the RTC has taken 
speciSal efforts to be responsive relative to the California 
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•i 

1 earthquake. Foreclosures in those effective areas have been 

2 delayed. Homeowners are being helped to avoid delinquencies 

'i 

3 on mortgages held by the RTC. 

;i 

4 And we notified FEMA of 54 multi- family units and 

5 47 single family residences that can be made available for 

6 temporary housing. 

>1 

n 

7 Now onto the status report. 

S' 1 Mr. Chairman, the S&L collapse required the 

9 biggest financial fescue probably in world history. 

10 Including money spent by the FSLIC, beginning in 1988, it is 

11 expected to cost the American taxpayers the staggering some 

12 of about $150 billion. 

13 To put that into perspective, at today's budget 

14 levels, that is equivalent to about 45 years of Headstart, 

15 about nine years of aid to families with dependent children. 

16 At a time when we all struggle to finance federal support of 

17 vital activities, from national security to education, these 

18 . are sobering comparisons. 

19 I am sure all of us would agree, on a bipartisan 

20 , basis, to make every effort to ensure that such a fiasco is 

21 never repeated. 

22 When we inherited responsibility for this agency, 

23 it was not in sound condition. It was one of the largest 

24 contracting organizations of all time. But it had poor 

25 contracting procedures. It was selling assets in massive 
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1 blocks, denying local invescors a shoe at local properties 

’l 

2 | which they knew best. 

3 || And despite being larger than almost any American 

4 • financial institution in the private sector, any bank or any 

5 securities firm, it had no full time chief financial 

i 

6 ^ officer, no permanent general counsel, and it had no 

I 

7 • business pian. 

n 

8 So we determined to concentrate on repairing the 

9 organization. And when Secretary Bentsen first testified 

10 before this Committee, almost exactly a year ago, he 

11 outlined a series of management reforms to which we 

12 committed ourselves. 

13 And I would like to very quickly just review some 

14 of those. 

15 A full-fledged review of all 21 of them is 

16 appended to my statement. 

17 Contracting, we found that the agency's contract 

18 j award procedures had often been violated in the past, and 

19 our first action there was to mandate compliance. Some of 

i 

20 the compliance problems reflected weak organizing 

•* 

21 principles. Contracts were often let by the same employees 

22 responsible for overseeing them. 

23 Obviously, in the event of a compliance problem, 

24 the employee then had little incentive to draw attention to 
it. So the Office of Contracts has been reorganized into 
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| two separate units; one for contract solicitation and award, 
j and another for contract administration to avoid conflict. 

And the scope of contracting oversight h as been 
1 substantially expanded. Among other things, the staff there 
'! has been more than doubled, and reviews of nearly 500 

j 

| outstanding contracts were undertaken last year. 

Next, audits. A new reporting system has been 

j implemented to ensure that management responds to the 

•! 

concerns raised by auditors, and that system now tracks and 
updates the status of all inspector general, GAO, and 
internal RTC findings and recommendations. And I am pleased 

4 

to say that the RTC today is current in following up on 
almost all GAO and OIG findings. 

t! 

Jj 

Business plan. We completed a comprehensive 

i 

business plan. We provided copies of that to this 
Committee. It is a highly detailed, and I think, 
objectively speaking, a good piece of work. It is intended 
^ to be a living document, and we are going to update it 
j regularly as conditions warrant. 

j Chief financial officer. Donna Cunningham, our 

chief financial officer, has been on board for about eight 
months. She's taken that helm very ably, as reflected in a 
series of improvements in the internal controls in the 
organization. 

The professional liability section. This has 


i . 
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been a particularly troubled area of RTC ^Derations. There 

M 

,, have been complaints from both sides of the spectrum, as the 

!i 

comments already here today illustrate. 

Complaints that the RTC was unfairly pursuing 
former S&L directors who had no real roles in those 

!; 

organizations, and on the other side, comnlaints that the 

i 

RTC was not sufficiently zealous in pursuing the real 
*! crooks . 

As GAO recognized in its mid- 1993 report, the 
primary problems have involved inadequate staffing and an 
overall lack of experienced attorneys. And the temporary 

j nature of the RTC has made it particularly difficult from a 

fi 

recruiting point of view. 

j 

But we have worked hard to increase the size and 

6 

the training of the staff in this area. We currently have 
, the highest total of attorneys on board in the agency's 
history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit with its 

| 

j counterpart in the FDIC, recognizing that the FDIC is a 

; source of experienced attorneys in this area. 

3 

I also want to say that effective prosecution of 
PLS claims continues to be one of the RTC's highest 
priorities. 

Secretary Bentsen referred to our having formed 
an Audit Committee and appointed its members. We have also 

i 

I 
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1 established a Joint Coordinating Committee with the FDIC for 

2 purposes of planning the transition of portions of the RTC 

3 back into the FDIC by the end of 1995. 

i 

4 I would like to make a special set of comments 

5 about expanded opportunities for minorities and women. 

i 

6 That has been one of our highest priorities, as 

i 

7 Secretary Bentsen said. 

8 First of all, we elevated the minority and 

9 women's program to the divisional level, put the head of it 

10 on the Executive Committee reporting directly to the CEO. 

11 We took action to expand the number of minority 

12 and women- owned businesses receiving RTC contract 

13 solicitations. And there are now more than 1100 of them in 

14 our database. 

15 Let me say a couple of words about the record. 

16 On a cumulative basis since inception of the $3.7 

17 billion awarded in non- legal fees, $800 million have been 

18 ^ awarded to minority and women- owned businesses, 21 percent. 

19 Take a look at last year. We paid non- legal fees 

i 

20 of $500 million, and minority and women -owned businesses 

i 

21 received 31 percent of those. 

22 We also continued efforts to encourage the use of 

23 minority and women- owned law firms on the legal side, as far 

24 as legal fees are concerned. 

25 Last year, such firms received 54 million or 13 


i 


Ace-Federal Reporters, Lnc. 

Nationwide Coverage 

202 - 347-5700 800-3364646 410464-2550 




iwzr 



3005 


78540101 

"’B/aeh 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


86 


percent zt all legal fees from us, a big increase of the 
1992 level. 


f And within the category of minority and women- 

owned law firms, minority- owned law firms received 36 
^ million, far above the 23 million of a year before. 

s 

■ I think the entire RTC is quite proud of the 

S 

■ sharply increased levels of minority and women* s 

J participation in all of the fee generating activities of the 

ii 

| agency. And details on that are also appended to my. 
statement . 


Turning briefly to operations and financial 
j issues, Secretary Bentsen cited a series of statistics 

relative to the amounts of institutions which have been 

ii 

’ resolved since inception, to me the most important statistic 
is $9,000. $9,000 that is the average balance in 

\ institutions which have been resolved. And for those who 
think this has been a bailout of the rich and famous, I 
j think that is a pretty telling number. 

. We have 63 institutions under conservatorship 

^ today, 18 billion of deposit. Now that the Completion Act 
is law, we are in the process of marketing these remaining 

i 

conservatorships. We think these 63 will be resolved, Mr. 
Chairman, by the summer of this year. And that it should 
cost $9 to $11 billion to do that. 

I 

On the asset sales side, we exceeded the targets 


S? r 
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we initially sec lasc year. Book value reductions, $63 
billicr.; cash proceeds, 76 percent of that. That is a 
recovery rate below previous years because now we are down 

3 

- to poorer quality assets, hard- to- sell assets. 

5 

j For this year, 1994, we expected to reduce the 

book value of our inventory by $43 billion, cash proceeds, 

! $29 billion, projected recovery rate, 66 percent. 

I 

\ Now on this asset sales side, one of the things 

we did was to put in place a small investor program., 

't 

Because if I heard anything in this past year in this 

$ 

capacity, it was that local investors did not have a shot at 
local oroperties which they knew best. So we took steps to 

6 

ensure that assets would be available for sale individually 
• to small investors with moderate levels of capital. 

I 

Under this program, individual offerings of real 
'* estate properties have been emphasized. Underscore 
individual . 


^ Auctions and sealed bid sales have became more 

frequent and geographically focused. 

i| 

j Smaller loan pools are being offered to allow 

buyers to purchase smaller, more geographically segmented 
groups of loans. 

And I am pleased to say that at the most recent 
non -performing loan auction in August last year, a third of 
the winners were new buyers who had not participated before, 
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and che new bidders, overall bidders were, for the most 
part, smaller companies with a much higher preference Cor 
smaller loan pools and were most interested in buying 
geographically focused loan packages located in their own 
areas . 

Affordable housing. Secretary Bentsen noted 
this. From, since inception, we have sold over 77,000 units 
for a total of $1.2 billion. The average annual income of 
households purchasing in that program has been about 
$24,000, which, by the way, is 61 percent of the national 
median family income. 

Finally, Mr. Chairman, the issue of 
whistleblowing . 

As was noted earlier, last September, this 
Committee held oversight hearings where a variety of 
allegations were made, including retaliation against 
whistleblowers . 

Let me emphasize, in the strongest terms, we 
support protections for whistleblowers and have taken 
several actions to address those allegations. I issued a 
memorandum on October 4th to all RTC employees strongly 
reiterating our policy of prohibiting retaliation against 
whistleblowers . 

We established an employee ombudsman program to 
augment the efforts of the inspector general in gathering 
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ail types of employee allegations. That ombudsman reports 
directly to the CEO on a weekly basis. 

And I think that program's working pretty well 
because as of February 15th , we have received 116 inquiries, 
96 of which have been closed and 20 of which are still 
pending . 

We also had conversations, in person and by 
telephone, with six of the individuals who testified here 
before this Committee. And during these interviews, we 
solicited comments, feedback, and suggestions from them on 
how best to remedy the problems which they raised. 

And a number of those interviews were insightful 
and have been taken into account in our efforts to remedy 
some of the management problems at the RTC. 

And I just want to underscore how seriously we 
have taken these allegations, and that hundreds of hours 
have been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC 
to terminate on December list, 1995. We will make that. 
There is no question we will make that, and I think it will 
be a happy day for all concerned, especially the American 
taxpayer. 

Thank you. 

(Written statement of Mr. Altman follows:) 
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The Chairman. Thank you very much. 

We are going to now proceed with the questions, 
and we will go with normal five-minute time periods. 

Chairman Greenspan, let me start with you. The 
Federal Reserve of course has raised interest rates earlier 
this month, and you have just indicated publicly again that 
further increases are likely. 

And we know in the past that rising interest 
rates have the effect of causing significant problems for 
thrifts. 

Now obviously the amount is highly relevant. 

But my question to you would be what effect are 
these higher interest rates likely to have on the RTC, and 
for that matter, on the future health of the thrift 
industry, which is still trying to work its way back? 

Chairman Greenspan. Mr. Chairman, I think you 
raise a very important question because one of the lessons 
of this whole experience has been that we have, we put into 
place in the early post-war years, an institution which was 
a specialized institution, one which could not function in a 
period of significant inflationary imbalances, an 
institution which had long-term assets and short-term 
liabilities . 

And as the Secretary indicated, when interest 
rates generally go up, that institution is pressed, as 
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indeed we saw in an extraordinary sense in the period 1979- 
1980. 

One of the things that is very important that we 
not allow to happen again is that extraordinary type of 
inflationary imbalance which was do destructive to those 
types of institutions. To be sure, savings and loams, as a 

! ' consequence of that, have restructured their balance sheets 
to a significant extent* and then maturity mismatch is not 

■I 

the size that it was previously. 

Nonetheless, should interest rates rise 

3 

^ significantly, then I think it does put those institutions 
j in a very difficult position. It is been the concern of the 
Federal Reserve that we endeavor to fend off any such types 
| of inflationary instabilities, and the actions that we took 
; on February 4th, and the general discussion which I outlined 
| to the House Banking Committee subcommittee in trying to 
comprehend the type of problems that may be out there were 
jj put forward precisely to prevent the types of difficulties 
| which so debilitated the savings amd loans, 
j To date, the affects on these institutions of 

course have been minimal and we do not expect to see any 

i 

particular problems emerge on that. 

But I would like to ask my colleague, Jon 
j Fiechter, what he sees. He is looking at these institutions 
in a much more detailed way than I. 


i 

1 
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MR. flECKTER. I would echo what Chairman 
Greenspan said. 

Well, first, clearly a major risk in the thrift 
industry, given the nature of the business, is interest 
rates, but a real difference between the thrift today versus 
the thrift of the late seventies that ran into so much 
difficulty when there was the rate spike in the early 
eighties is that restructuring, both of assets and 
liabilities. There are a lot of thrifts now that will not 
hold fixed rate mortgages any longer because they went 
through the early eighties. 

Also as a consequent of removal of Rate Q 
institutions are much better able to manage their 
liabilities . 

As you know, Mr. Chairman, as a consequence of 
FDICA, OTS has spent a lot of time on interest rate risk. 

We have a fairly extensive model. 

In anticipation of this, I asked the staff, based 
on the information that thrifts now provide, what would be 
the effect of a 200 basis point increase in interest rates 
if it were to happen as an across the board increase. And I 
do not think we are talking about that type of change. 

Only ten institutions would fail their current 
capital requirements. None of them would go below two 
percent capital, however. And while it is a very uncertain 
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world we live in, the analysis that we have done has 
suggested that at least in the numbers that we are talking 
about today, the thrift industry is much better positioned 
to handle rate increases going forward. 

The Chairman. I think that is an important 
response because I think it shows, as well, that in re- 
engineering through FIRREA and then FDICA, the arrangements 
that the general strategy is working now. If we get 
overtaken by events that were to drive interest rates above 
200 basis points, then we are into a different zone. 

But let us hcpe we are not going to deal with 

that. 


Chairman Greenspan, let me ask you one other 

question. 

This issue has obviously gotten a lot of 
attention here this morning. 

Are you satisfied with the way that the Madison 
Guarantee issue has been handled by the RTC? 

Chairman Greenspan. The Oversight Board has, as 
far as I am concerned, had no relationship with the Madison 
issue, because that is a special case which is handled by 
the RTC directly. And I must say I have not followed it in 
any manner which would enable me to address the question in 
a useful manner for you. 

The Chairman. Senator D ' Amatc? 
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Senator D' Amato. Thank you, Mr. Chairman. 

Mr. Hove, on August 10, 1989, there was a letter 
written to Mr. John O'Donnell by Ken K. Schenck, a credit 
specialist. I do not know whether you have seen this letter 
in your reviews of this whole matter. 

Just let me read you the last paragraph. 

In the process of our suit against Frost & 
Company, we will most certainly examine practices and 
procedures Madison Guarantee used in their day to day 
operations. We are making this information available in 
detail to Mr. Hubbell. 

Now listen to this sentence. 

To believe that none of this information will 
make it back to his family is naive. I do not know whether 
or not any information upcoming will be damaging. However, 

I would like someone with a lighter scope of authority to 
review the situation and possibly eliminate this conflict. 

Here is a credit specialist who is telling you 
what the real world is about. He was there. 

Now, let me go on. 

In the report released by the FDIC, the eight 
pages of what I think is the most incredible whitewash of 
Whitewater gate that I have seen. This is incredible. 
Incredible. And I have spoken to you just briefly before 
and told you what I am going to ask you. 
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Page six, at the bo teem. In addition, we have 

•i 

j found nc evidence that the firm had a close relationship 
with the S&L which might call into question its 
independence . 
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I mean, I have to tell you, given the information 
that your people were reporting back to Mr. O'Donnell FDIC 

i 

S&L project area coordinator, August 10, 1989, given this 

i 

„ incredible, I would say the FDIC makes an assertion that the 

4 

Rose Law Firm did not maintain a close relationship with 
Madison Guarantee. That is incredulous in light of the fact 
that they had a monthly retainer with them for 15 months for 
several years earlier. 

I mean how do you come to this conclusion? 

Let me ask you one other thing. 

Is it true that r.o documents were reviewed as 
part of the FDIC's internal review, which was conducted by 
your law department? Is that true? Do you know? 

■j Mr. Hove. Let me respond to your questions in 

the order that you gave them. 

4 You first talked about Mr. Hubbell and his 

4 

relationship with the suit with the Frost accounting firm. 
Senator D' Amato. Have you seen this memo? 

Mr. Hove. I have not seen that memo. 

Senator D' Amato. Will the staff give a copy of 
this memo to Mr. Hove, please. 
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I 

1 Take a look at that last paragraph and let me 

2 know whether or net your people, in conducting this review, 

3 

3 have seen this, goes back to 1989, and the person who sends 

4 it says it would be naive to think that Mr. Hubbell would 

5 not pass this information onto his family. 

ji 

6 Mr. Hove. But let me respond by saying that even 

i 

7 if he had, the issue between Mr. Ward, who is Mr. Hubbell' s 

it 

8 ; father-in-law, and the Madison Guarantee had been already 

9 decided ana Mr. Ward had a judgment at that time against 

10 Madison. That case was on appeal. And therefore any 

11 information that Mr. Hubbell could obtain, even if he would 

12 obtain it and give it to his father-in-law, would not be 

13 admissible, would r.ot be in the appeal process, even if he 

14 * had the information to give him. 

15 Senator D' Amato. Mr. Hove, let me ask you, did . 

16 you read page six, the bottom of your report, because we do 

17 not have much time, and I am going, it says we find no 

18 evidence that the firm had a close relationship with the 

i 

19 S&L? 

20 Do you really believe that to be the case? Do 

i 

21 you really believe that a monthly retainer chat Hillary 

22 Rodham Clinton had did not establish a close relationship? 

23 Are you really suggesting that there was none? Is that 

24 credible in light of what you know? 

i 

25 Mr. Hove. Her relationship with Madison was on 
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an issue chat was in a state agency and not with the Federal 
government. It was not with the FDIC, and our case was not 
against Madison. Our case was against the Frost law firm, 
the Frost accounting firm. 

Senator D' Amato. In addition, we find no 
evidence that the firm had a close relationship with the 
S&L, which might call into question its independence. 

I mean, are you serious? I mean that is a 
conclusion that was made. Now let me tell you, it was made 
by your legal department. 

Let's go on to something else. 

As part of last year's RTC Act, you have an 
inspector general that was created in the FDIC. Was the 
FDIC inspector general involved in this review? 

Mr. Hove. No, sir. The review was started at 
your request, if you will recall. I had indicated to you, 
in my confirmation hearing, that we were undergoing a review 
by our legal division as to what was the policy, the 
conflict policy that may be in effect between the Rose law 
firm and the FDIC in the lawsuit that Rose was doing for the 
FDIC against the Frost accounting firm. 

Senator D' Amato. Let me ask you this. Do you 
plan to ask the Inspector General's office to analyze the 
procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 
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1 

1 Mr. Hove. I would do chat if the Committee 

2 requested that. 

3 Senator D' Amato. Well, I am requesting it, and I 

4 would suggest that you would not need the Committee to ask 

5 you to do this. I suggest to you that it is your job to do 

6 it. I would suggest to you that when you have such obvious 

7 areas of conflict in this report, and you are saying that 

8 there was no close relationship, when you are suggesting 

? that Mr. Hubbell was not in a position to give any 

10 information to his father-in-law, that it is incredulous. 

11 And if you do not have an inspector general look 

12 into something like this, then what do you have him for? 

13 And what do you have? You have staff people who 

14 make this kind of determination? 

15 Now, I have to tell you, you will be doing 

16 yourself and the FDIC I think a great, great damage if you 

17 just think that you are going to let it rest on this eight 

18 pages of sophomoric legalistic mumbo- jumbo that does not 

19 hold water . 

20 And I just looked at this report. I have had 

21 some occasions to see it in the newspaper. This is the 

22 first time I had an opportunity to review it personally this 

23 morning, and it is shockingly inept. 

24 Now question, do you intend, not by way of this 

25 Committee instructing you, to put this matter and do not you 
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1 j think it is appropriate that it be submitted to the 

2 ( ! inspector general? 

3 j Yes or no? 

i 

4 i 1 Mr. Hove. Senator, we have been reviewing this 

i 

5 j to review our procedures, to review our crocedures with 

!l 

6 conflicts, with conflicts not only with the Rose law firm 

« 

7 but every law firm that we deal with. And cur crocedure is 

i 

8 j| to deal net only with the actual conflicts but also to deal 

9 with the appearance of conflicts. 

10 And in this case, had we done that, had we dealt 

11 with the appearance of conflicts, it is likely t the 

12 appearance would have been different. The conclusion may 

13 have beer, different. 

14 * But Senator, this has been several years ago. At 

15 that time, we had many cases coming into us as a result of 

16 the savings and loan failures, and the conflict, under the 

17 rules that we were dealing with at that time, did not 

18 present any conflict of interest from the Rose law firm 

19 suing the Frost accounting firm. 

4 

20 j Senator D' Amato. What we are doing today, today 

21 you are saying there may be a conflict back then because 

22 they did not have clear rules spelled out. 

23 Now let me tell you, whether it smells today and 

24 it smelled then, I do not want to get into this legalese 

25 that it may be. I want to know if you are going to ask the 
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inspector general zo review this matter? 

That is the question. 

Mr. Kove. I will do that if the Committee 
requests it. 

Senator D' Amato. Well, Mr. Chairman, I would, at 
this point in time, move that we ask that this matter be 
reviewed by the inspector general. 

This is not going to interfere with any federal 
prosecution that is taking place, but it is a question of 
ascertaining whether or not we are getting the facts. It is 
a question of whether or not legal counsel has analyzed all 
the documents . 

I do not know, I read in one news account that 
says that no documents were received as part of the FDIC's 
internal review. I do not know whether that is true or not, 
but that is certainly something I intend to pursue. 

The Chairman. Let me just respond to your 
question, because the time is up, and I want to stay within 
these time periods, or we will not be able to move any at 
all here in an efficient way. 

Let me take your request under review. I am not 
sure but what a request from a single Senator is sufficient 
in asking for an inspector general review. I do not know 
without looking at our past practices and precedents. 

Senator D' Amato. And Mr. Chairman, let me thank 
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!l 

I 

1 you for the matter in which you have handled this. 

2 But I have to tell you somethina. 

j 

3 I wonder why, when I asked a question to just 

i 

4 know would you undertake this and, Mr. Hove, before you 

5 answered the fellow behind you with the glasses who has got 

6 all his hair that I wish I had, came up and told you what to 

7 say. 

8 Now can I ask what is your title and what is your 

9 responsibility? 

10 Mr. Jones. I am Douglas Jones and I am Acting 

11 General Counsel. 

12 Senator D* Amato. You are the Acting General 

13 Counsel. Well you would know whether or not you are going 

14 to ask, it seems to me, for this to be reviewed. 

15 It is a matter of you seeing that the propriety 

16 of this report, the integrity, the correctness of it can be 

17 substantiated. 

18 It would seem to me that you would want to do 

19 that. 

20 
21 
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It would seem to me that, without counsel coining 
to you and saying, well, you know, you can Riegle-out by 
saying that the Committee has to ask. 

I appreciate the Chairman's response, I really 
do. 

I just make that observation, Mr. Hove, that I 
find your response totally unacceptable. 

Senator Boxer. Mr. Chairman? 

The Chairman. I want to move ahead to Senator 
Kerry who is next. 

If you want to make a response, please do. 

Mr. Hove. Yes, I would like to. 

First of all, all of the documents, everything 
that we have discovered, is available to the Special 
Counsel, and we will make that available to the Special 
Cotinsel . 

I will commit to you that I will ask the 
Inspector General to undertake an investigation. 

Senator D' Amato. Thank you. Thank you, very 

much. 

I think you have done the Administration a 
service, yourself, the FDIC, and I applaud you for that. 

Thank you, Mr. Chairman. 

The Chairman. Senator Kerry. 

Senator Kerry. Mr. Hove, you were originally 
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li 

•» 

H 


,, appointed to your position by President 3ush. 


were you not? 


i 


N 


1 

II 


! 

i 


! 

i 

4 

i 


Mr. Hove. That is correct. 

Senator Kerry. So you are a holdover from the 
Bush Administration. 

There is no special affiliation you have with 
President Clinton? 

Is that correct? 

Mr . Hove . Correct . 

Senator Kerry. I think it is a fair issue always 
as to what the level of review is as to any institution, if 
it takes place, and I have certainly shared a public 
expression of concern about what the Inspector Generals have 
done or r.cc done. 

But I would like to see if it is going to be done 
as to Madison, 1 really want to see it done as to Columbia 
and as to some of the others. I just think we ought to 
cover the board here. 

Secondly, I would want to point out the 
distinction here which we keep missing. One of my 
colleagues earlier said that if this was President Reagan 
who did this and it was Silverado and so forth, we would be 
screaming. 


Those were sitting Presidents who made sitting 
decisions regarding a policy at that moment in time that 
cost the taxpayers a lot of money. 
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I 

1 jj . There is no sitting Presidential decision here. 

2 | There is no issue of Presidential policy here. There is no 

j • 

3 issue of taxpayers being cost money by an action talcen by 

4 ! the President of the United States at this time. 

5 !■ This happened in 1982 and 1986, before they 

6 . became President. 

7 Now an individual died, and there is an 

8 ! investigation into the death of that individual, and what 

•! 

9 may or may not have happened is a fair question with respect 

10 to the death. And that is being investigated by the first 

11 ” Special Prosecutor of an opposing party that I can think of 

? 

12 i in my public memory in public office that has been 

13 8 appointed. 


14 

15 

16 

17 

18 

19 

20 
21 
22 
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25 


That is the clear distinction here, and it is a 

I 

very real distinction. 

ii 

No taxpayer money. 

No public issue of policy. 

j No decision of a sitting President of the United 

J States with respect to what this Co mmi ttee has oversight on 
j and is here for today. 

The question is legitimate: 

What took place? 

Were there relationships previously? 

These are important as to all these banks. It is 
fair for the Special Prosecutor to proceed on that, and it 
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" is even more important that this Committee guarantee down 
| the road we investigate everything. 

I am not sitting here saying something may not 
J have taken place. In point of fact, there may be some 

i* 

|! indication that some folks outside of the White House may 

I 

jj have some questions to answer, but there is no evidence 

I whatsoever with respect to policy or taxpayer money of any 
! decision made by the President of the United States that 

warrants this kind of inquiry. 

u 

Now let me ask you, if I may, Mr. Altman and Mr. 

3 

Secretary, perhaps you cam share with me, because one of our 

j 

jj concerns is not just Madison but a whole lot of other 

II institutions . 

| I think 42 percent of the total losses fall in 

- Texas alone. There is a serious question about professional 
| liability with respect to those institutions. 

J I would like to know: 

jj To date, what is the total amount of money 

recovered to date from directors or officers of these 
] institutions nationally? 

Mr. Altman. $640 million, Senator. 

Senator Kerry. $640 million? 

I 

Mr. Altman. I .meant from institutions. From 


4 institutions. 

I 

; Senator Kerry. And that is recovered through 
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liability cases? 

Mr. Altman. Those are criminally related 

recoveries . 

Senator Kerry. What abou^ civil? Is there any 
at this point? 

Mr. Altman. In addition tdi that figure I gave 
you, about $745 million from civil - related recoveries. 

Senator Kerry. So we have fact recovered to 
date $1.3 billion? 

Is that correct? 

Mr. Altman. (Nods in the affirmative.) 

Senator Kerry. It is not insignificant. 

Can you break down where that has taken place? 

It is my understanding that 42 percent of the total coat of 
bailout was Texas. 

Is there a corresponding recovery rate, or any 
kind of rate you could give us as to where the most money 
came from? 

Mr. Altman. I do not have information with me. 
Senator, on state -by* state breakouts. 

Senator Kerry. Would it be possible just to get 
that at some point in time? 

Mr. Altman. We would be happy to do our best to 


do so. 


Senator Kerry. I think it would be good to have 
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a sense of that. 

It is my understanding that you were going to 
take a look at this question of sort of why the recovery 
race may or may not have been low. Have you been able to 
draw any conclusions as to that? 

One of the things I heard is that a lot of the 
attorneys who came on believing that they were going to be 
able to engage in recovery grew so frustrated at not being 
abie to do so in the eariy years that they left. 

I do not know if that is legitimate, or if you 
have found other reasons, but could you share with the 
Committee what if anything you may have discovered with 
respect to the recovery process? 

Mr. Altman. As I said in my opening comments, 
the entire PLS area has been a troubled one. There have 
been complaints from both ends of the spectrum about over- 
zealousness and about inadequate pursuit. 

We have had, as GAO in its report noted, a high 
degree of turnover and difficulty recruiting and retaining 
experienced attorneys because of the temporary nature of the 
RTC. 


After all, here we are with less than two years 

to go. 

Senator Kerry. Currently that is true. What 
about in the lace 1980s? 
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Mr. Altman. Well of course the RTC has always 
been intended to be a temporary agency. I just refer you to 
the GAO report which concluded that that was a particular 
problem. 

As I mentioned, we have made a series of efforts 
to strengthen that --the most important of which is to hire a 
very good and a very strong general counsel. 

When we inherited responsibility for the RTC, 
despite its being such a large institution- -as I said, 
larger than almost any private financial institution in the 
country- -it did not have a full-time general counsel. That 
is a very important step we toolc. 

We have also got more PLS attorneys on board 
today than ever before in the history of the organization. 

So we are making every effort to try to fulfill all the 
I responsibilities we have in. this area. 

I do not think there is any way to know, Senator - 
| -or if there is, I do not know- -whether, or what percentage 

! of recoveries have been made compared to the potential that 
'an ideal effort, or. a perfect effort would have obtained. I 
do not know the answer to that. 

■ 7 Senator Kerry. My time is up. Thank you very 

i 

much . 


Kerry. 


The Chairman. Thank you very much, Senator 
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Senator Bond is next. 

Senator Bond. Thank you very much, Mr. Chairman. 

Mr. Altman, are there special measures taken in 
the resolution of a failed thrift when you find it to be 
affiliated with a high-profile individual? Someone in 
government, for example? 

Mr. Altman. The procedures. Senator, which the 
RTC follows are intended to be identical in each case; and 
they certainly have been identical in the case discussed 
ig. 

Senator Bond. After you discovered that the 


10 

this moral] 
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President < 
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a criminal 

14 
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Mr. Altman. When the possibility of a criminal 
is brought to me, I took one step. That was to 


As far as documents are concerned, the 


Senator Bond. You instructed them to handle the 
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' Mr. Altman. That is correct. 

I Senator Bond. Were there any instructions 

received by you or, to your knowledge, anyone in your agency 
from the Department of Justice, the White House, or Special 
| Counsel with respect to the retention of documents? 

, Mr. Altman. To the best of my knowledge, and I 

\ believe I know this, there were no requests or conversations 
with the White House whatsoever on that. 

^ With regard to Justice and Special Counsel, I am 

■. advised there have been conversations, "he essence of which 
] is with each party reminding the other r.ot to take steps or 
] 'release information which could jeopardize either party's 
1 investigation. 

| Senator Bond. Given the facts I set out in my 

opening statement, we -are concerned about whether all the 
| documents are there. 

I 

Can you assure the Committee that no one has. 

' issued any instructions to you or your agency to .retrieve, 

n relocate, destroy, or hamper with any documents dealing with 

-i «t 

Madison, its affiliated enterprises, directors, owner*, or 
j business partners? 

Mr. Altman; I have no knowledge whatsoever of 
any such effort. 

j ~ * Senator Bond. Has anyone in your agency - - 

specifically the Department of Records Jfanagement r - indicated 

■f 

I 

i 
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to you there are any missing documents? Or has anybody 

discovered any files missing or unaccounted for? 

\ Mr. Altman. No. 

| Senator Bond. You are absolutely sure-- 

'' Mr. Altman. No. Your question was: Has anybody 

* indicated to me. 

Senator Bond. All right. 

’ Mr. Altman. The answer is. "no." 

Senator Bond. Would you inquire of your Records * 
Management Agency whether they have either (a) been given 
instructions about the handling of documents from somebody 
' outside; or, if they have found any evidence of missing 
documents, or find that there are documents apparently 
l missing, if you would inquire of that and advise us ifryon 
do find that there is such information? 

Mr. Altman. (Nods in the affirmative.) 

The Chairman. I think the stenographer should 
! note that he is nodding in the affirmative. 

| Mr. Altman. -Yes." 

Senator Bond. Finally, will the RTC release 
copies of the initial September 1992 referral to the 
Department of Justice, and copies of the second referral on 
October 1993? 

Mr. Altman. Senator, we are not in a position to 

i 

release any documents that could have a negative impact on 
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I the investigation. I do not think you would want us to do 
that. 

Documents of that type that you are talking about 
fall into that category. 

Senator Bond. Allegations were made by Susan 
McDougal that many of the Whitewater files were actually 
delivered to Mrs. Clinton in 1987. 

What steps have been taken by your agency to 

recover those files, or to ascertain where those files might 

i 

j exist? 

j Mr. Altman. I have no knowledge of that matter. 

Senator Bond. Have you heard of the allegation? 

) Mr. Altman. Actually, no. 

I Senator Bond. Mr.. Altman, I know there are many 

aspects to it*. I. was just reading one of the stories 

i 

j appearing in Commentary which referred to those allegations. 
| We do not know if they are true or not, but I would suggest 


i 

i 


that someone should make inquiry to ascertain whether there 
is any truth to the allegations and, if so, to take 
appropriate steps to recover such documents. 

Finally, where are the documents being kept? And 
have they been thoroughly catalogued? 

Mr. Altman. Well, I can assure you that all 
proper procedures relative to safeguarding of documents are 
being followed. 
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We also have a responsibility in regard to any 
• case to obtain all the necessary materials for purposes of 

i 

making a litigation decision. So any documents that the 

] legal staff at the RTC believes would pertain, or would help 

ij 

it reach a conclusion on a litigation decision on this or 

I 

, any other matter, it makes a maximum effort to obtain. 

I 

Senator Bond. But on that, you have no knowledge 

jj 

, of the specific question I asked about the records 
potentially in the possession of Mrs. Clinton? 

Mr. Altman. None whatsoever. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer. 

Senator Boxer. Thank you, Mr. Chairman, 
jj I want to pick up on where Senator D* Amato left 

off with Mr. Hove. 

Mr. Hove, we a Bush appointee, you were familiar 
obviously with the laws in those days regarding conflicts of 
| interest, and you said that at that time there had to be a 
. direct* conflict of interest, and the appearance of a 
I conflict of interest now is considered important; but at 
that time, that is not the way things were done? 

Is that correct? 

Mr. Hove. That is correct. Senator. 

Senator Boxer. So the law was strengthened, and 

now you have to look at the appearance of a conflict of 
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interest? 

Mr. Hove. It is not a law; it is a procedure 
that we have at the FDIC. 

At that time, we were looking only at the 
conflict of interest. Now we look not only at the conflict, 
but also at the appearance of any conflict. 

Senator Boxer. Right. 

Well, Mr. Chairman, I think this is a very 
important point. What I would like to suggest is this: 

My colleague, Senator D' Amato, is very interested 
in this one particular S&L which, as I understand it, on the 
list of failures is the 19 4th largest in the country. 

I am also interested in seeing^if there were 
conflicts when lawyers were hired^iasome of the bigger 
closers. For example, there were as I understand it, 14 S&L 
closures that cost the taxpayers more than $1 billion each. 

Of these mega -failures, 6 were located in Texas, 
2 . in California, 2 in Arizona, 1 in New Jersey, 1 in New 
York, l in Florida, and 1 in Pennsylvania. 

I. would like to ask you- -and since the Chairman 
said a Senator can make a request --that in these mega- 
failures, these six, I would like you to go back and take a 
look at the law firms that we used at that time to see if 
there were conflicts of interest and, at the same time that 
you issue this to Senator D' Amato, I would very much 
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\ appreciate knowing that. 

i Because 1 do have a big concern about the scams 

4 that were going on at that time. 

Mr. Hove. Senator, many of these cases probably 

• were the RTC cases and not the FDIC. The reason that we had 

! 

( j this case was that we inherited the FSLIC cases in late 1988 
or early 1989. This one came to us at a window of time 
l prior to RTC's being created. 

So I think that your request might better be 
directed toward the RTC. 

Senator Boxer. Well, then I will make that 
request to the RTC and ask that we have that report. 

Would I make that to Mr. Altman, or Secretary 

j Bentsen? 

1 

Mr. Chairman, who do you think would be the 
j appropriate person? 

The Chairman. Well, they both are hearing it. 
a Mr. Altman. Yes. 

j (Information to be furnished.) 

! ' 
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The Chairman. Well, I will assume chat will be 
done because, as I say, what I find most incredible is that 
there is this outrage directed at one particular situation, 
and it is so obvious why. 

You know, Mr. Chairman, I just want to say this, 
if I might, and I will get back. I just have to say this, 
if I might. 

We all bring our experiences to the table, to our 
Committees, to our work. As I sat through this, I had this 
sense that this reminded me of something, they dynamics 
here. It comes back to my being a mother and my experience 
in raising two kids. 

When they wanted something, they made a pretty 
strong case. And when they really wanted something, they 
stamped their feet. And if I gave them what they wanted, I 
expected them to be happy because I acceded to their 
request . 


j And if they kept on stamping their feet, I would 

tell them: You are unreasonable. And if they kept it up, I 

i 

: would take further action. 

But I think what I see going on here is that 
there was a demand for the best and most impartial person to 
look at a situation that obviously had a lot of political 
overtones . 

, In an attempt to handle it fairly, that request 
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was granted. And we do not know the end result. But what I 
see happening here, Mr. Chairman, is that the people are 
still stamping their feet as if nothing has been done. 

Something very important has been done. A lease 
has been taken on offices for something like four years. 
Eight attorneys are looking at this whole situation. Every 
question that has been asked by my colleagues is being 
looked at not by a Democratic prosecutor, as Senator Kerry 
has pointed out, but by a Republican prosecutor and sosieone 
who I believe has the faith of the American people, if not 
some of the Senators here today who seem to want to 
interfere in that investigation. 

The Chairman. Senator Boxer, I might just say 
that you may or may not have seen this in this morning's 
Washington Post , but there have been 25 FBI agents assigned 
to work with the Special Counsel, in addition to that legal 
staff that you cite. 

Senator Boxer. Yes. 

And, Mr. Chairman, I have to say that gives me 
great comfort. As much as I respect my colleagues* skill at 
questioning and badgering, I would rather have this matter 
handled by someone who is so well respected and ca nno t be 
accused of partisanship as my colleagues on the Republican 
side here could be, or I could be, or Senator Kerry could 


j 
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So let us scop scamping our feet, and let us say 
chis is good; chat chis investigation is going forward. I 
really do have faith that we will find out what the problems 
were, and we do not know where it all will lead, but I do 
not think that turning this hearing into a brow- beating of 
witnesses here does any good at all. 

I have some written questions I would like to 
submit, but I would have to say overall I am pleased with 
the report that we are getting. It seems to me we are 
moving along, perhaps hopefully under budget, moving forward 
with women and minorities and the things that many of us 
care about, and going after these crooks. 

Than k you. 

(COMMITTEE INSERT.) 


\ - 


:: 
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The Chairman. Did you want to say something? 

Mr. Altman. So, no. I just wanted to note to 
j Senator Boxer we would respond to that question you were 
j asking . 

•i 

j Senator Boxer. Thank you. I really look forward 

• to seeing chat for those six institutions. 

Thank you . 

(COmiTTEE INSERT.) 
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Secretary Bentsen. I might want-- 

The Chairman. Senator Bennett- -Excuse me. 

Secretary Bentsen. --to respond, too. 

My responsibility as Secretary of the Treasury is 
in oversight, and I am specifically precluded from 
intervening in individual cases. That is the function of 
the RTC. 

Senator Boxer. But the RTC will do that. Thank 

you. 

The Chairman. Senator Bennett. 

Senator Bennett. Thank you. Mr. Chairman. 

I agree with Senator Boxer. We all bring our 
personal experiences to this. 

I will try to stop stamping my feet. I think 
that is an appropriate response. 

Senator Boxer. You have just been tapping your 


toe 


toe. 


(Laughter.) 
Senator Bennett 


I have just been tapping my 


I just, however, out of my own experience share 
with you the number of times that I as a loyal Republican 
went to the White House in the Nixon Administration and kept 
saying : 

"You have got to get this out. You have got to 
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find cut who is behind this and tell the truth." 

And I kept getting told: 

This is a third -race burglary chat nobody cares 
about. I am sure on a list of breaking and entering this 
wouia have- -the Watergate breaking and entering would have 
been considered very, very minor. 

And people kept saying to me: No, no, it will 

all'biow over. Well, it was members of your party, Senator 
Boxer, who kept stamping their feet and kept the thing up. 

A special prosecutor was appointed whom, in my 
recollection, was a Democrat. I think Mr. Cox did not have 
very good Republican credentials when he was appointed to 
that circumstance. 

Senator Kerry. He was a Republican, one of the 
good ones from Massachusetts, but he was a Republican. 

Senator Bennett. He was a Republican? I knew 
his law partner. He was a Democrat. 

(Laughter. ) 

Senator Bennett. We need not beat this further# 
but I do hope everybody understands that when there is an 
allegation of wrong doing# the smartest thing any politician 
can do is get all the facts out on the table. 

I have tried to do that when I have been accused 
of making mistakes. 1 have discovered that the very best 
thing you cam do politically is not try to cover it up, and 
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:i chat is the only advice I give my friends in this 

i! 

j circumstance having lived through the Watergate thing on the 
[ other side of it. 

f Senator Kerry. Can I just take 30 seconds to say 

S 

j to my colleague, that is exactly what we did. Senator 
| Moynihan, national television; Senator Bradley, Senator Bob 
• Kerrey, myself and others said: appoint a Special 

| Prosecutor, and indeed the White House turned around and did 
it while the President was in Europe. 

: Senator Bennett. I understand all that, but I 

also understand that the stamping of the feet that went on 
l prior to that probably had something to do with that 
decision. I do not think it was entirely sound public 
j policy on the minds of the people on the other side. 

Let us get back to the RTC, if- I can. 

< I do want you to refer carefully to the article 

that I put in my opening statement. You have talked a great 
| deal about minorities, and women, and I yield to no one in 
| my desire to see to it that there is fairness done, 
i The allegations that were made by the gentleman 

from Denver, however, is that there is serious reverse 
discrimination going on in the RTC; and that anyone who does 
not fall in that category cannot get a job and cannot get a 
promotion. 

And if that is true, that is something I think 

i 

'i Ace-Federal Reporters, Inc. 

Nationwide Coverage 

302 - 347.3700 800 - 336-6646 410464-2590 


I54W 



78540404 

“WBeach 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


123 

| you should pay attention to. So I would ask you to review 
! that. 


! 

i 

i 

1 

i 

i 


Now I make reference to continuing sales. Again, 
this is a personal circumstance. I have had a number of 
people come to me in Utah and say: 

Here is a marvelous investment opportunity to 
pick up at fire sale prices properties that can be 
enormously valuable. I have decided finally to divorce 
myself from having to make any investment decisions, and I 
have put all of my assets in a managed trust and trust the 
trustees of that trust to make those kinds of decisions. 

But I said to them, I cannot personally invest in 
this because I sit on the Banking Committee and it is 
involved in oversight of the RTC, and these are RTC 
properties . 


4 


i 




i 


But I did, prior to creating the managed trust 
for my assets, go through the process of looking at them. 

As. a businessman, I can say you really are moving them very 
rapidly because it struck me that some of the prices were 
indeed unduly low, and that the RTC could in fact have 
gotten a better price almost as quickly, if not just as 
quickly, as they were getting for some of these properties. 

Do you have a sense on that issue? 

I am, not accusing you of anything. I simply want 
you to talk about it. 
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■ Mr. Altman. Well first of all, Senator, we have 

a statutory responsibility to maximize recovery for the 
taxpayer. So we must pursue sale techniques which respond 
to that goal. 

Second, all RTC assets for practical purposes are 
sold at auction, an auction of one kind or another. So 
rather by definition, the price which the market establishes 
on that day is the price. 

It is always possible to look back on any 

a 

| transaction and say you should have done it later, or you 
J should have done it earlier, but fundamentally all of our 
) sales are on an auction style basis. 

I think the only other point I would make is that 
| we. are now are in* -our inventory today is of the harder- to- 
sell variety as we are getting down toward the end. So our 
j recovery rates, as I mentioned in my statement, are lower. 

I think last year we recovered at a rate of 76 
1 percent of book value, this year it will be in the mid- 
, 60s. 

J Senator Bennett. Let me just go back to your 

earlier statement. 

1 I understand what you are saying here, and I do 

not want to be argumentative about it. 

In one instance were were told, I was told, that 

I 

while it was technically an auction, the RTC had determined 

i 
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che price ; and thac if I would simply submit a bid for chis 
price, I would be guaranteed to get it; thac the RTC would 
not entertain any other requests. 

I turned it down, as I say, for the reasons I 
have described, although I will say to my colleagues that 
the Ethics Committee told me I need not have done that, I 
could have made the investment. 

I decided to avoid the stamping of feet later on 
in some future campaign in Utah. I would not run the risk. 
But it was my understanding that the people who did 
ultimately pick up the property did it for the price we were 
told was the price. We were told, yes, this is technically 
an auction. There will be a sealed bid, but this is the 
sealed bid we want. And if you submit it at that price, we 
can guarantee that you will get it. 

Mr. Altman. Z would like to make two points. 

The first is: That is not how it is supposed to 

work. if it worked that way, taking your, comments, in their 
entirety, it should not have. 

Second: The RTC does reserve the right to reject 

bids and to establish in effect reserve prices, or floors. 

So it is not the case- -it is not always the case that 
whatever the high bid is, it is accepted. 

But there should never be an auction where any 
such indication or any such knowledge is provided 
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1 beforehand. If it was, it was a mistake and should not have 
happened . 

Senator Bennett. I will just assume that it was 
a mistake at a particular circumstance, and I am grateful to 
you for your response. 


The Chairman. Well, perhaps a look could be 
taken at what was going on there. Let us not have it happen 
again. 

Senator Sarbanes was not given a chance, or was 
1 not here in the sequence to give an opening statement and 
1 has asked to do so, and I am going to acknowledge that, as I 
J do with everyone. 

Then after he has done that, we will start his 
J time clock on questions. 

- Senator Sarbanes. 

I Senator Sarbanes. Well, Mr. Chairman, I will be 

| brief. I do not want to impose on my colleagues, but I 
" canno t forego the opportunity with Chairman Gre ens pa n here 
before us not to talk about interest rates just briefly, 
since I think they are so essentially involved with where 
the economy may be going. 

\ I just want to make a statement about that. 

I have met with the Chairman from time to time, 

| both privately and of course in public sessions, and I have 
raised with him the concern that a hike in short-term rates 
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would raise long-term rates. 

The Chairman's position has been, as I understand 
it, that when short-term rates go up, long-term rates would 
initially rise but that within a few weeks or so they would 
settle back down to a level near where they had been when 
short-term rates were raised. 

We then contacted the Fed £or the analysis that 
in effect was the underpinning for this statement. We have 
j had difficulty getting that analysis, but it has finally 
I been forthcoming. 

The Fed says, and I quote, the Fed staff: 
j "As you have noted, short and long term rates do 

tend to move together.” 

They then go on to make a rather subtle argument 1 

i 

that, to the extent that the Fed is ahead of the curve, the j 
response of long-term rates is leas than when the Fed is 
1 moving too little too late in responding to a buildup of 
| inflationary pressure. 


19 

20 



i 


So in a sense they are shifting, as I understand 
it, the position that was asserted to me by the Ch ai rm a n . 

On the morning of February 4th when the Federal 
Open Market Committee raised the Fed fund rate from 3 to 
3. 25 percent, the 30 -year, bond rate stood at 6.30 percent. 

Since that time, long-term rates have risen 
steadily. As of the close of business yesterday, the 30- 
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year bond race was 6.65 percent. Thus, since Fed funds were 
raised, long-term rates have risen by 35 basis points- -in 
other words, more than the 25 basis -point increase in short- 
term rates. 


i 

a 


I 


Now last summer at a hearing with Henry Kaufmann 
and Paul Samuelson, copies of which testimony were sent to 
the Fed with a request that it be distributed to members of 
the Open Market Committee, Henry Kaufmann argued that 
raising short-term rates could lead to higher long-term 
rates . 

In other words, the contrary of this position 
that was asserted that if you take up short-term rates you 
can bring down long-term rates, and I quote Kaufmann. 


I also take issue with the assertion that a small 
increase in the Fed Funds* rate this summer would be welcome 
by the financial markets and would accordingly lead to a 
decline in bond yields. 

Perhaps . 

But equally likely is that the bond market would 
I interpret such a rise in the federal funds rate as the first 

• in a number of future increases, and market participants 

• might easily react by pushing bond yields higher. 

Under that scenario, the rise in the Federal 
j Funds Rate could magnify inflationary expec tat ions, 

, precipitating a sell-off of bonds. 
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| Now just today, Hobart Rowen, one of our Nation's 

. “oat perceptive economic commentators, has an article in The 
KMhirigtgn Post headed "The Fed Meddles," and I just want to 
quote from it briefly: 

"As it has many times in the past, the Federal 
Reserve Board is taking the country down the wrong road by 
raising interest rates. It has violated the dictum, 'if it 
ain't broke, don't fix it,' and as a consequence the smooth 
j recovery from recession chat has cheered business and 
: consumers over the past year is being threatened. Fed 

| Chairman Alan Greenspan told the Joint Economic Caenittee in 
J widely analyzed testimony January 31 that the Central Bank 

1 which had allowed interest rates to fall to record lows 
would not change policy to slow economic growth. But four 
* days later on February 4th, the Fed raised short-term 
j interest rates by one-quarter of a point in a 'preemptive 
strike' against future inflation. To make sure there was no 
doubt in che marJcets that the Fed had decided to interrupt 
the easy money pattern, Greenspan publicly announced the 
move. In new testimony this week, Greenspan failed to 
j justify the Fed's action. He admitted that there was no 
| discernible inflation; that wages are not moving up? that 
] there is virtually no fear that the economy is growing fast 
| enough to make over- heating a danger.” 

: Now the whole problem here- -and this is to close 
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this statement and then I just have a couple of questions to 
put to Mr. Altman. I will not take anywhere near my 
question time- -is all encapsulated in this cartoon. 

(A cartoon board is displayed.) 

Senator Sarbanes. Which shows this truck moving 
down the road that says "economy." And the economy has been 
moving down the road, and we all want to see that. 

The driver here has got his hands up to his head 
in horror. He is slamming on the brakes, as you can see, 
■Brakkkk." "screeeech," bringing this truck labeled "The 
Economy" to a halt. 

The reason he is doing it is because out here in 
the middle of the street is a man labeled "Greenspan"- - 

(Laughter. ) 

Senator Sarbanes, --and he is bending over here. 
He is out in the middle of the road out in front of the 
truck, obviously forcing it to come to a screeching halt. 

He is bending over to pick up these papers here 
that say "interest rates" and he is saying: 

"Let's see. We'll just pick these up." 

NOW-- 

Chairman Greenspan. You know. Senator, I pulled 
a muscle in my back and I am now just realizing how I did 
it. 

(Laughter. ) 
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Senator Sarbanes. Well. I am glad we found the 
explanation for it. Mr. Chairman. 

Senator Kerry. You know. Mr. Chairman, if you 
said something really interesting now about interest rates, 
you could functionally terminate this hearing and relieve us 
all. 

(Laughter. ) 

Senator Sarbanes. Mr. Chairman. I know that is 
not the focus of today's hearings, but I think this matter 
is of such importance. 

The Fed of course is urging the Congress to stay 
the course on fiscal policy. I happen to agree with that. 

I think we ought to stay within the constraints of the 
agreement that was reached last year, and I expect that we 

will. 


But by the same token, it is my own view that the 

t 

Fed should have stayed the course on monetary policy 
^ certainly until we had greater assurances that real growth 
^ was taking place in same lasting and permanent way, and some 
j evidence that one can look to that indicates that we are 
beginning to get same kind of an inflationary problem. 

Now, Mr. Altman, I just want to put a couple of 
questions to you. 

Earlier you were questioned by one of my 
colleagues on the other side who went through a list of sort 
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of have -you -stopped -beating -your -wife type questions, I 
thought. So let me try to turn it around and get it. I 
want to be sure. 

Do I understand that the cases to which they are 
making such reference were handled in the same way that all 
other cases were handled? In other words, according to 
regular procedures? 

Mr. Altman. Yes. 

Senator Sarbanes. And was anything unusual done 
in these cases? Or was the procedure that was followed 
consistent with what was followed in any cases where 
references were made? 

Mr. Altman. Senator, the instructions that I 
gave were that all procedures, normal procedures, should be 
followed in this manner without any deviation. 

Senator Sarbanes. And to the best of .your 
knowledge, that is the case? 

Is that correct? 

Mr. Altman. Yee. 

Of course I am commenting as to the h a n dl i ng of 
the case under my responsibility. I am not making a comment 
' about matters that I have no knowledge of of three or four 
years ago. 

Senator Sarbanes. Well I understand that. But 
as I understood the questions that were put to you, it was 
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with respect to your own responsibilities. 

I do not know how you could be expected to assume 
the responsibilities of others, so to speak. 

Mr. Altman. (Nods in the affirmative.) 

Senator Sarbanes. Mr. Chairman, I just have one 
comment about the constant reference here to Madison, and 
Whitewater, and so forth. 

That is, that an Independent Counsel has now been 
selected. I read the transcript of his press conference 
with the Attorney General when it was announced. 

Actually, as I understand it, or as he said, he 
defined the scope of the investigation. In fact, he says: 

"I am totally satisfied that I will have the 
independence and complete authority to do this job right.” 

And then the resolution by which his jurisdiction 
is defined- -this is Robert Fiske now I am talking about: 
"This resolution has been drafted broadly. It 
was drafted by me to give me the total authority to look 
into all appropriate matters relating to the events that 
bring us all here today.” And he then go on to specify 
that. 

Now of course I think Fiske is regarded highly. 

In fact, Senator D' Amato called him "a man of unflinching 
and uncompromising integrity. He is the kind of person who 
will bring out the truth for the American people so there 
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will be no question as to the thoroughness and objectivity 
of this investigation." 

I do not differ with that evaluation, I say to my 
distinguished colleague from New York, from what I know 
about Mr. Fiske and what has been told to me about him, so I 
think that is an accurate evaluation of him. 

Nov the other point I want to address is, he was 
asked in that conference: 

"Do you think that a Congressional hearing of any 
kind at this point might hamper your investigation?" This 
was a question put to Fiske at that press conference whan he 
assumed his responsibilities. And this was his response, 
and I am quoting. This is now Robert Fiske I am quoting, 
the Independent Counsel: 

"I think the history of these situations is that 
' it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think just looking back at the past we can 
all see that that is not an easy relationship.” Bad of 


I just wanted to put that on the record, because 
I think it is very important to understand that an 
independent counsel now has been selected. The independent 
counsel has been given a grant of authority. Actually, 
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according to his own testimony, he defined ir. effect the 
grant of authority. 

I have not quoted it, but the Attorney General is 
very clear here in her statements that he has a full scope 
to proceed as he deems necessary, and to call upon any 
resources that he thinks are advisable. 

It seems to me that we have put the matter where 
it ought to be put. 

Now there was some delay in getting to that 
point. I understand that. But that is the point we are at 
now, and it seems to me that that ought to be reassuring to 
the American people, that this matter will be looked into 
thoroughly and comprehensively, and that Mr. Fiske and his 
associates- -and he is now in the process of putting together 
I understand a rather large and first-rate staff- -will get 
to the bottom of this matter. 

I think it is very important that that be put on 

the record. 

I thank the Chair. 

The Chairman. Thank you. Senator Sarbanes. 

I made reference earlier- -I will just take one 
moment before calling on Senator Faircloth--I made reference 
earlier to the actual legal charter of the Independent 
Special Counsel Fiske which is published in the Federal 
Register on Friday, February 4th, and I have read it. 
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It is really quite a- -I will just hold it up 
here. We will put it in the record so that it is there in 
the context o£ this discussion- -but this is about as broad 
and as firm a legal mandate as anyone could have. 

I notice here that under the Department of 
Justice the action to accord him that kind of operating 
latitude was in the form of a final rule. So this locks it 
in. 

! I mean, this independent counsel I think is 
highly regarded across the board from Senator D' Amato 'a 
contents to others that have been made by other people who 
know him well, has the authority to go anywhere he thinks it 
necessary to go. 

I again make reference to that article today in 
The Washington Post because he is obviously setting up 
subsidiary investigative efforts where he is putting 
i together teams to go dawn each and every issue, so that 
there are no questions left at the end of his work. 

In any event, I urge my colleagues to take a look 
at this because I think it is instructive, 
j Senator Faircloth? 

] Senator Faircloth. Thank you, Mr. Ch a irman , and 

j I want to thank you for the manner in. which you have 
| conducted the hearing. It has not been easy, 
j I had one or two quick one-liners, and then I had 


Ace-Federal Reporters, Inc. 


I5tf8 



3056 


78540404 

"WBeach 


137 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 


| some questions. 

: (Laughter.) 

3 Senator Faircloth. This is in sympathy with Mr. 

Altman. 

I have bought and sold many a piece of land in my 
life. I never bought one that somebody did not tell me I 
paid way too much for it, and I have never sold one that 
somebody did not come immediately and tell me I should have 
| gotten a lot more. But I survived, 
j (Laughter.) 


11 


Mr. Altman. And you probably did very well. 
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(Laughter. ) 

Senator Faircloth. Chairman Greenspan, I think 
two things. If we get nothing else out of all of this 
conversation, I believe it will demonstrate to the American 
people, and maybe to the Congress as a whole, that we need 
to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision, and the FDIC as 
separate entities. It is well -spent money to have them 
separate, about the taxpayers' money, to keep it as it is 
and not be consolidating it into a political position. I 
hope that is it. 

As Senator Sarbanes mentioned on your increase in 
interest rates and inflation, I have observed over the years 
that inflation is somewhat like Alzheimer's Disease. You 
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have had it three or four years before you find out you 
really have it. And inflation moves before we- -it goes 
underground a long time. 

So I think you are absolutely right in increasing 
interest rates in anticipation of what might happen. 

I have found that inflation* -that a recession 
will scare you- -in business a recession will scare you to 
death, but inflation will kill you. 

I have a question for Mr. Hove. 

Mr. Hove, it is my understanding that Webster 
Hubbell in his current position as Associate Attorney 
General and, in his words, "Chief Operating Officer at the 
Justice Department," has formally recused himself from 
matters regarding Madison Guaranty. 

Would you agree with me that it would be improper 
for Mr. Hubbell to seek to involve himself in the FDIC 
investigation beyond what he was asked by the Legal 
Division? 

And if you will, since that light is looking at 
me, I would like 'yes' or 'no' answers, if you would. 

Mr. Hove. I think the issue of Mr. Hubbell 
recusing himself is an issue that Mr. Hubbell has to deal 
with. 

Senator Faircloth. Have you had any 
communication with Webster Hubbell concerning the Legal 
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Division's report? 

Mr. Hove. I have not. 

Senator Faircloth. Are you aware of any 
co mmuni cation between Webster Hubbell and an FDIC official 
in the General Counsel's office regarding Mr. Hubbell' s role 
in the Legal Division's then-pending investigation and 
report? 


! Mr. Hove. Yea. Our Legal Division has had 
conversations with Mr. Hubbell. 
j Senator Faircloth. Are you aware of any 

■ communication between an official in the General Counsel's 
| office in Washington and the FDXC official in the Kansas 
! City, Missouri Field Office regarding Webster Hubbell 's role 
I in the then-pending investigation and report? 

Mr. Hove. No, I am not aware of that. 

Senator Faircloth. Would you be willing to let 
General Counsel's Office release their telephone records 
for the week of January the 24th through January the 3lst? 

Mr. Hove. Senator, we are willing to release any 
non- confidential information that would be generally 
. available to the public. 

As you might know, many of these things would be 
privacy concerns, and we would be concerned about releasing 
j those without redacting. 

Senator Faircloth. So you would not release 

i 

i 
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them? 


Mr. Hove. No, sir, we will release them. We 
will release any non- confidential - - 

Senator Faircloth. Who decides whether it is 
confidential or not? 

Mr. Hove. Well, does it deal with privacy of the 

individual ? 

Senator Faircloth. Well yes it does, but we 
need- -Yes. Sure it does. That is what we want them for. 
(Laughter. ) 

Senator Faircloth. Will you? 

Mr. Hove. We will release anything that is 
publicly available, yes, sir. 

Senator Gramm. Not "publicly available" or we 
would not be asking for it to be released. 

Senator Faircloth. That is right. If it were in 
the Want Ad Section, I would automatically get it; 

(Pause.) 

Mr. Hove. We have a log of everyone that we have 
contacted- -everyone we have talked to on the phone, and we 
will release that. 

Senator Faircloth. All right. That is what we 

need. 


I sea in The Wall Street: Journal and The Chicago 
Tribune that you found no conflict of interest between Mrs. 
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Clintcn and her work in the Dan Lassiter and First American 
Savings & Loan, that you £ound her completely innocent. 

Mr. Hove. Senator, let me talk about that issue, 
because that was not an FDIC issue. That was not an 
investigation or a review that the FDIC has done. 

That was an issue that happened before FDIC ever 
became involved. That was an issue between the old FSLIC, 
the old Federal Savings and Loan Insurance Corporation, and 
the failed Savings & Loan, First American, in Illinois. 

They had filed a suit against Lassiter. They had 
settled that suit before FDIC ever became involved in that. 
It was an issue that had happened way before FDIC ever 
became involved in it. 

We have not reviewed that. 

We have looked at- - 

Senator Fairdoth. Excuse me. May I ask one 
quick question? 

Mr. Hove. Yea, sir. 

Senator Faircloth. Who settled it? Mrs. Clinton 
and Foster? It was settled? You say it was settled by Mrs. 
Clinton and Foster? 


Mr. Hove. 1 am not sure that it was settled by 
Mrs. Clinton. Mrs. Clinton's involvement was to sign an 
amended complaint for Mr. Foster that amended the complaint 
from the Savings & Loan against Lassiter. That was her only 
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involvement in that case. 

Senator Faircloth. All right. Go ahead. I am 
sorry. I interrupted you. 

Mr. Hove. That case was settled over six years 
ago by the Conservator. The Conservator for that Savings & 
Loan had hired a law firm in Chicago. 

The law firm in Chicago subcontracted the Rose 
Law Firm to work on this case for them as the Conservator. 

The law suit was settled before we ever got it. 
Normally these facts would not trigger an investigation for 
us, but because of the increasing public interest, and if 
you choose we will conduct an IG investigation to determine 
that, but again the records are scattered all over because 
it is the old FSLIC records and they were not compiled in 
any one location. 

So it is a very difficult issue. 

There is no single repository of these records. 

We would be willing to assist your staff in 
locating any of these records that may be available, and to 
make some determination as to what the involvement, was . 

Senator Faircloth. So this clearing of Mrs. 
Clinton in any involvement with the American Savingis & Loan 
and Dan Lassiter was not done by the FDIC, it was done by 
the- - 

Mr. Hove. We have not cleared it. 
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The only contact we have had on the First 
American Savings & Loan and the Lassiter case was a press 
contact that came as a result of an article that appeared 

first in The ££lcaaa Tribune- 

We responded to that saying exactly what I have 
toid you, that this was not an FDIC issue, that it was in 
fact a FSLIC issue that occurred before FDIC ever became 
involved in any FSLIC issue. 

The issue was settled. The settlement was made 
before FDIC ever became involved in this issue. 

Senator Faircloth. All right. But would the 
statute run on it? Could it be opened by the Special 
Counsel? 

Mr. Hove. I have not any idea. That is a 
question I guess I would have to ask my attorney. 

Senator Faircloth. Ask him. 

Mr. Hove. I do not know. 

Senator Faircloth. Thank you. 

The Chairman. I will repeat again, and you will 
read it from this Federal Registry: 

The Independent Special Counsel has two 
authorities. One authority is for cr im i n al prosecutions. 
The other authority is to proceed with civil actions. 

Now the civil authority does not relieve any 


ether regulatory body of whatever civil action they might 

i 

-i 
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I appropriately take. The point is that the Special Counsel 

I 

has the specific grant of authority to proceed down both 
tracks . 

It is laid out four different times in this 
charter of responsibility, and that is a very important 
point. 

Senator D' Amato. Would the Chairman yield just 
on that point, because to be quite candid with you, until 
: the Chairman read the grant of authority I was given to 
I believe that the Special Counsel would confine himself to 
* the criminal side. 

1 I am not suggesting to you that the grant may not 

3 give him broader powers. I would think it would behoove us, 
j and I am not attempting to get the exact language determined 
now, but if we could not, then a letter from this Committee 
j and ascertain indeed will he undertake a review of the 
1 various civil matters such as the one brought up as it 
relates to this last matter that Senator Faircloth brought 
up, and there are some others. 

I think that would at least set the record 
straight. You might want to put that to him and again have 
our counsel work together to put forth the appropriate 
question. 

| I think we should determine indeed is that the 

■ case . 
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- Secondly. I make a quick point, and I beg the 

{ indulaer.ee or r.v coileaaues, by stating that I think that if 

: ! 

! you notice at least where I have been attempting to take 

I this, and I think some of my colleagues, to ascertain what 

| if anything did the RTC, did the FDIC do in connection with 
9 

.i 

, these matters? 

a That is not at variance with the charge of the 

j Special Counsel. We are not, in attempting to find out what 
was done ana wnat was not done, in any way disturbing his 
investigation. 

j 

I think we have an absolute right to know what 


i 

j 


i 

ij 


was done, we have an absolute right to know the 
appropriateness cf the actions. 

Senator Boxer. Mr. Chairman, may I have a point 
of procedure? 

Senator O' Amato. I would like to finish** 

Senator Boxer. Whose time are we on now? I have 


j lost track. 

| Senator D' Amato. I am going to do it, one way or 

| the other* * 

Senator Boxer. I do not have any objection to 
your doing it; I am just confused. Is this Mr. Faircloth's 

l 

time that you are on? 

• Senator Domenici. He had no time left. 

Senator Boxer. Or is this added time, so we can 
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all gee added time? 

Senator D' Amato. I asked the Chairman if he 
would indulge -- 

The Chairman. He asked the indulgence of the 
Chair, and I am going to let him finish his point here, and 
then we will move to the next person here. 

Senator Boxer. Okay. Fine. 

Senator D' Amato. So again, this is not an 
attempt to do anything other than to see what has been done 
to date by those various agencies that have the collective 
and the individual responsibility to deal with these 
matters. That is one. 

Secondly, it would seem to me that it might* to 
clarify the issue, certainly I was led to believe, and maybe 
incorrectly so, that the Special Counsel was not going to 
look into civil matters. 

I think it is important for us to ascertain that. 
So I put that to the Chairman, that possibly we review that 
matter. X am not looking for an answer at this time. 

The Chairman. Well. X am just going to take a 
minute and just read it into the record, because X do not 
want it to be- -I know, but it is important, and the words 
are cr. paper, and this is the official charter. 

X am going to read from page 5321 of the Federal 
Register of February 4th of this year, and I am just going 
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to read three or four different lines here chat appear at 
different places. 

Here is the first one: 

"The Attorney General has appointed this 
Independent counsel to investigate whether any 
individuals or entities have committed a 
violation of any federal criminal or civil law" 
and it goes on in that vein. 

Then over on the next page it says again, "... have 
committed a violation of any federal criminal or civil law 
relating" to. And then it says "... a violation of any 
federal criminal or civil law". And it says it one more 
time further on down the line here. 

So it is clear. My interpretation of this is 
that it does not relieve any regulatory body of any proper 
actual efforts that it should properly undertake and 
determine to undertake, but it says that the Special Counsel 
clearly has the authority to move down both tracks if in his 
judgment he should find that that is warranted- -and it is a 
very important fact. 

(The information follows.) 
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Senator Domenici. Mr. Chairman? 

The Chairman. Senator Domenici, let me just say 
that we are at the point now where either you or Senator 
Gramm wiil get to ask questions. You are both here, and I 
do not know if either of you have- -one will follow the 
ocher, but do either of you have a time problem as to who 
goes first? 

Senator Domenici. Well, I just wanted to ask you 
a question on your charter interpretation there. 

The Chairman. It is not an "interpretation." It 
is the final rule that was laid down. 

Senator Domenici. What is the Special Prosecutor 
supposed to do if they find a civil law violation? 

The Chairman. He has the full legal empowerment 
to take whatever actions he deems necessary, and all the 
investigative and prosecutorial authority to do so. 

I mean, this is an absolute charter. Take a look 

at it. 

Senator Domenici. Thank you, very much. 

Senator Gramm, I have a little bit of time, 
although I am late for an event, but if you want to go I 
will let you go now and I will follow. 

Will there be another one from the other side 
that has not inquired yet? 

The Chairman. You are the last two that have a 


I Ace-Federal Reporters, Inc. 

NaNmwtdtComap 

| 202-547*3700 MO-136464* 4IMM-2W 


15490 



3068 


78540505 

"WBeach 


149 


i 

1 chance to question, so we will go bach and forth. 

2 Senator Domenici. Well, go ahead. Are you going 

3 to keep it brief, Senator, and short? 

ij 

4 ] Senator Gramm. No. 

4 

5 (Laughter.) 

i 

6 ' The Chairman. Senator Gramm. 

7 * Senator Gramm. Let me begin. X have just got a 

8 | simple question that I want to as)$ of most of the members of 
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the panel, and let me just read it. 

Mr. Altman, X want to ask you first. 

Have you or any member of your staff had any 
communication with the President, the First Lady, or any of 
their representatives including their legal counsel, or any 
member of their White House staff, concerning Whitewater or 
the Madiscr. Savings & Loam? 

Mr. Altman. I have had one substantive contact 
with White House staff, and I want to tell you about it. 

Senator Gramm. Let me, if I may, just given that 
'yes,' I would like to know what the substance of the 
communication was, when it occurred, who initiated it, and 
what you were asked to do. 

Mr. Altman. First of all, I initiated it. 

About three weeks ago, Jean Hansen, who is 
Treasury's General Counsel, and I requested a meeting with 
Mr. Nussbaum- -he is the White House Counsel. 
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The purpose of that meeting was to describe the 
procedural reasons for the-* the procedural reasons for the 
then- impending- -then- impending- -February 28th deadline as 
far as the then- statute of limitations was concerned. 

I am sure you know that that statute of 
limitations has subsequently been retroactively reinstated 
for certain types of civil claims. 

And we explained the process which the RTC would 
follow in reaching a decision before that February 8th [sic] 
deadline; that it would be exactly identical to procedures 
used in any other case, any other PLS case, and that the RTC 
fundamentally would come to a conclusion as to whether or 
not there existed the basis for a claim, or whether there 
did not. 

And in the event a basis for a claim existed, 
then it would pursue either a tolling agreement - - which is 
the equivalent of a voluntary extension of the statute of 
limitations from the parties at- interest- -or it would file 
that claim in court. 

That was the whole conversation. X was asked one 
question. That question was whether we intended to provide 
the same briefing to attorneys for the parties at interest. 

I said, I assume so. 

I went back. Jean Hansen checked with the RTC 
General Counsel. The answer was: In due course. 


1 . 
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1 I said, fine, that was it. 

2 I have not had any contact with the President of 

3 the United States or the First Lady on any matter like this. 

4 Senator Gramm. If I may, let me pose the same 

5 question to Mr. Hove. 

6 Have your or any member of your staff had any 

7 communication-- 

8 The Chairman. Mr. Hove, let me just- -I do not 

9 know if you know this question is being addressed to you. 

10 Senator Gramm. Have you or any member of your 

11 staff had any communication with the President, with the 

12 First lady, with their representatives, including legal 

13 counsel, with members of their White House staff, concerning 

14 Whitewater or Madison Savings & Loan? 

15 Mr. Hove. Our Director of the Office of 

16 Communications at the FDIC had received a call from a press 

17 person at the White House after the second article appeared 

18 in The Chicago Tribune regarding the First American issue. 

19 They asked, did we have any statement? And the 

20 response given to the White House was, no, we did not have 

21 any statement. 

22 Senator Gramm. So they were asking you to 

23 respond to the press statement? 

24 Mr. Hove. It was Mrs. Clinton's attorney. 
Senator Gramm. Mrs. Clinton's attorney called 

‘-it" 
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you? 

Mr. Hove. I'm sorry. It was Mrs. Clinton's 
attorney that called the FDIC Office of Communications. 

Senator Gramm. So Mrs. Clinton's attorney called 
the FDIC and asked you to respond to a press statement? 

The Chairman. No. that is not what he said. 

Senator Gramm. Well. I am asking him what he 
said. I am not trying to speak for you. 

What did Mrs. Clinton's attorney ask you to do? 

Mr. Hove. They asked, did we have any statement, 
and we responded, no. we do not have a statement. 

Senator Gramm. Would it be normal that someone's 
attorney- *did this attorney work for the Federal Government? 

Mr. Hove. No. This was Mrs. Clinton's attorney. 

Senator Gramm. When did this call occur? Do you 

know? 

Mr. Hove. After the second article appeared in 
The Chic ago Tribune , and I cannot tell you the date of that. 
It has been in the last. what, two weeks or so? I do not 
know. 

Senator Gramm. And you were asked if you had a 
response that you were going to put out on it. and you said, 
no? 

Mr. Hove. That is correct. 

We responded to the first statement, the first 
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\ article chat appeared in The Chic ago Tribune. We pointed 
^ out the errors cf that article, that it was not an FDIC 
| matter, exactly the same thing that I responded to Senator 

i Fair cloth . 

\ 

j Senator Gramm. And to the best of your 

j knowledge, you have had no other communication? You and 
• your staff have had no other communication with all the 
I people that I listed? 


i 

t 

1 

i 

n 

r 

i 


i 

i 

I 

i 

j 

■j 

i 

t 

i 

-I 
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Mr. Hove. That is correct. 

Senator Gramm. Let me pose the same question to 
Mr. Fiechter and to Ms. Ford. 

Mr. Fiechter. To the best of my knowledge, I 
know I have, and OTS staff has had no communication 
whatsoever with anyone from the White House about this, or 
that list that you included in ;your question. 

Ms. Ford. Neither the Oversight Board Staff nor 
I have had any involvement in this matter. 

Senator Gramm. Let me raise a second question. 

It is a thing that I have tried to understand in looking at 
where we are and what we need to do to get on with finishing 
this matter. 

Part of the problem that we have had in the past 
with regard to Congressional hearings and Congressional 
involvement really involves two things. 

One has been the granting of immunity by 
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i Congressional panels for people who would testify. 

i 

! The other is that under the Constitution, the 

j testimony cf a member of Congress is a privileged matter 
| that is given special treatment. 


i 

i 

•» 

i 

i 

i 

! 

I 


In this case, I am not aware that anyone in 
holding a Congressional hearing or looking into this matter 
would be talking about - - 1 do not know of a committee that 
would be empowered to grant immun ity. No such resolution 
has passed the Congress. 

We are not talking about a member of Congress 
where there is a special Constitutional provision. I would 
just like to pose the question: 

What would be wrong with letting members of this 
Committee that have oversight responsibility look at the 
records in this case, or any other cue, where we have 


| oversight responsibilities? 

( Mr. Hove, let me post that to you and Mr. Altman, 

| and then I see my time is up and I will stop. 

Mr. Hove. Our position is that we will make 
| access available, and we have, to Congressman Leach to all 
information that is, again, non- confidential documents. 

Senator Gramm. How would you define what is 


23 * "confidential"? 

24 Mr. Hove. Again, those that would involve 

25 ( privacy information that would be non- germane to this issue. 
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Senator Gramm. And you would make that judgment? 

Mr. Hove. Yes. 

Senator Gramm. Mr. Altman? 

Mr. Altman. First of all. Senator, we have 
already provided volumes of documents to the Congress. 
Senator D' Amato referred at the very beginning to documents 
he received last evening. I would have liked him to receive 
them sooner, but we only got the request last Friday. 

But in terms of- -and Congressman Leach has also 
received those documents. He has had them for some time. 

If my memory serves, there are 6500 pages. 

The RTC has been asked not to make information 
about criminal referrals in the Madison matter public. It 
is standard practice not to release information of that 
.kind, cr any other, which might compromise a cri min al 
investigation. 

And of course we are cooperating with the 
independent counsel to try to assure that we do not 
release any information which would jeopardize his 
investigation. 

As I said earlier, I would think you would not 
want us to do that in order that that investigation should 
proceed as it should. 

Senator Gramm. Mr. Chairman, if I could have 
your indulgence, I have got here a text of a newspaper 
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article in Phoenix that contradicts something that Mr. Hove 
■ said, and I am sure he does not want to let it stand. 

! I have got a response apparently after the second 

| article where the agency, the FDIC, did in fact make a 
j: statement . It says : 

p 

j "The agency says Mrs. Clinton's involvement in 

the case was not extensive enough to constitute a conflict 
I 

;i of interest under rules governing federal regulation of 
savings and loans . " 

I 

I have got this if you would like to see it. 

Mr. Hove. Was that after the second* -We made a 
| comment. We made a public comment after the first article 
J appeared . 

] Senator Gramm. This is 2/16/94. 

Mr. Hove. And I do not know when those articles 


appeared . 

The Chairman. Why do you not take a look at it, 

^ and let us go to Senator Domenici. 

' Mr. Hove. Senator, we commented after the first 

j article appeared to correct any inaccuracies that was in the 

i 

report . 

The involvement that Mrs. Clinton had in that 
case was again, as I mentioned to Senator Faircloth, that 
! she signed an amended complaint for her partner, Vince 
Foster, who was the attorney who was involved in the case. 
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That involved two hours that was billed on Mrs. 
Clinton's part on that case in which she signed the amended 
complaint . 

As far as we can determine from the records we 
had, that was the involvement ' that she had had, and that is 
what we released at the time. 

! 

j Senator Gramm. Well, if you would take a look at 

j this and :ust let us know in writing if this was the second 
one, how the response was made, who made it, why they made 
it, that would be fine. 

Thank you, Mr. Chairman. 

3 

(COMMITTEE INSERT.) 
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The Chairman. Senacor Domenici. 

Senator Domenici. Mr. Alt m a n . Stanley Tate was 
nominated by President Clinton to head the RTC and, while 
preparing for that confirmation, he was at the RTC in a 
consulting capacity. 

That is all true, is it not? 

Mr. Altman. Yes, sir. 

Senator Domenici. When he withdrew his 
nomination, he attempted to release to the public materials 
he had prepared containing the RTC operations. 

Are you and the Board familiar with the document 
that I refer to? 

Mr. Altman. Generally, sir, yes. 

Senator Domenici. Why did the Oversight Board 
prevent Mr. Tate from releasing that document? 

Mr. Altman. Well, first of all, it was released. 

Senator Domenici. You released it- -when he left, 
it was not released, and you claimed it should not be 
released. But then eventually you provided the document to 
Senator D' Amato, I believe, or my office, but that was on 
December 23rd, 1993. 

Why was it not released when he wanted to release 

it? 

Mr. Altman. Well, Senator, my recollection is it 
was released rather promptly. Maybe not the day after he 
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submitted it, cut as a federal employee and a consultant, 
the materials properly were reviewed by his superiors before 
being released. 

But I think the point is they were released in 
short order. 

Senator Domenici. Did the RTC or the Oversight 
Board alter, edit, or sanitize this document before 
releasing it? 

And let me say, if not, why did Dietra Ford, 
Oversight Board Executive Director, send a memo, and I have 
that, dated November 30th, to you about these materials 
which included the following sentence: 

"I am forwarding the enclosed so that you can see 
the original materials and fully understand the disaster we 
narrowly avoided. " 

That last sentence is a quote. 

What was the "disaster" that Mrs. Ford was 
referring to? Was this a reference to Madison? Iff it was 
not, fine. If it was, I think maybe we ought to know about 
it. 

Mr. Altman. Senator, you should ask Mrs. Ford 
that question. 

Senator Kerry. You may not like the answer, but- 



Senator Domenici. Well, I just got this letter 
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t and it deserves an answer. If it is not what I want, that 
| is fine. That is what we are here for. 

t Ms. Ford. We received the 200 - page document the 

| morning of his press conference, and we had only a quick 
. time to take a look at it at the Oversight Board. 

| The Deputy General Counsel of the Oversight Board 

* and I advised- - 

• 

• The Chairman. Would you pull the microphone up, 

please? 


\ 


Ms. Ford. We advised Mr. Tate that the material 
should be reviewed by the Oversight Board staff, myself, as 
well as the interim CEO Mr. Altman before they are released 
to the public, and that he was a special federal government 
employee and therefore he was subject to the rules that 
apply ir. terms of ethics, the Office of Government Ethics, 
that apply to the release of documents which he obtained 
during his tenure as a federal government employee. 

Senator Domenici. Well, that is what your letter 


says. 

Ms. Ford. That is right. 

Senator Domenici. What was the "disaster” that 
we narrowly avoided? 

Ms. Ford. It was my interpretation that to 
release those documents before anyone in the Oversight Board 
staff, the attorneys involved, or who advised us, had a 


iC 
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chance :c ioc* at them was inappropriate , and that is ray 
choice of words, "disaster." 

I think it is inappropriate to release documents 
before we know what they contain. 

Senator Domenici. I thank you. 

Let me quickly move to a couoie of other ones, if 

I might. 

Mr. Altman, I think you told Senator Bond that 
you would not make available any documents that "would have 
a negative impact on the legislation"? 

Mr. Altman. No, I do not chink so. I think I 
said that we would try not to release any documents that 
would have a prejudicial effect on the investigation. 

Senator Domenici. Well, this Committee held 
hearings or. the failure of the Bank of New England in the 
context of an unsuccessful confirmation hearing on Bob 
Clark. 

This Committee explored in detail transactions 
related to that bank. Voluminous documents were made 
available. Maybe this is distinguishable, but it seems to 
me that the same question could be asked here. 

Why can you not release all of these documents 
for this kind of hearing? 

Mr. Altman. Senator, we have had- -or I am 
advised we have had a coupie of conversations with Mr. 
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Fiske, the Independent Counsel. He has asked us not to 
release any documents that could jeopardize his 
investigation. 

I do not know why you would want us to do that, 
to jeopardize his investigation- - 

Senator Domenici. I do not want to. 

Mr. Altman, --and we certainly do not want to, 
and we are respecting his request. 

Senator Domenici. But if the Special Prosecutor 
has no objection to the Committee being provided copies of 
■ documents, can the Committee then count cn the RTC's full 
jj cooperation in providing them? 

i 

^ Mr. Altman. You should direct that question to 

I Mr. Fiske. 

Senator Domenici. No. 

| If he has no objection, then can we count on you 

to release them? 

•i 

Mr: Altman. I think the answer is 'yes.' 

Senator Domenici. Does the RTC have an Inspector 

General? 


i 

i 

\ 

I 

i 

l 


Mr. Altman. Yes, sir. 

Senator Domenici. Has the Inspector General 
investigated the conflict of interest allegations regarding 
the Rose firm? 

Mr. Altman. I do not know the answer to that. I 
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1 am nearly certain it is 'no,' because as you know it was not 

2 \ the RTC that ever had any retainer relationship or other 
•I 

3 |j relationship with the Rose firm. 

I 

4 Senator Domenici. But you are kind of the 

5 i natural successor to what went on there. 

6 I think when you took over you began some 

7 investigation of that, and we will show you that in a 

8 ] minute, but my question is: 

9 : If the FDIC agreed to have its IG look into 

10 Madison, would there be any reason why you would not? 

■j 

11 Mr. Altman. I have no objection to the IG's 

12 looking into any matter that he sees fit to look into, or 

t 

13 that he is requested on an official basis to look into. 

14 | That is what he is there for. 

15 The Chairman. Senator Domenici, I do not want to 

! 

16 j be arbitrary, but I do want to try to stay on the time clock 

17 if I can and go back and forth. We will continue until 

18 ^ everybody has had a chance to cover what they wished to 

19 i cover today. 

| 

20 Senator Domenici . Thank you very much, Mr. 

1 

21 Chairman. 

i 

i 

22 The Chairman. Chairman Greenspan, I want to come 

23 back to the interest rate situation because we had an 

24 ! opportunity to talk the day that the Fed took its first step 

25 j after that was taken. 
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I am concerned about the question of what has 
happened since, and just your own expectations of what might 
happen and what has happened. 

You have made further public comments in a 

. hearing recently. I am just wondering, as you watch market 
reactions to the tightening move that the Fed made, are you 

j 

seeing essentially what you expected? Or have you seen 
something, particularly in terms of the uptick on the long 
rates, something that maybe you would not have expected? 

In other words, where are we now? 

How do you read what seems to be taking place as 
a reaction to the Fed's policy adjustment? 

Chairman Greenspan. Mr. Chairman, as Senator 
Sarbanes indicated, my expectation was on the basis of what 
has historically tended to be the case, that the type of 
increase that we have had would initially lead to some small 
increase in long-term rates followed by some edging off. 

. That has basically been the history, other things 

equal, and that is essentially what one endeavors to use so 

i 

far as a forecast is concerned. 

I 

What occurred in the interim was, as I indicated 
to the subcommittee of the House the other day, is there was 
a growing concern that after the torrid pace of economic 
growth in the fourth quarter, which is apparently in the 
process of being revised up, that the possibility that we 

i 

i 
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\ would noc -e moving to a much more moderate rate of growth 
j was rising. 

The first evidence that that was affecting market 
perceptions was when the Philadelphia Federal Reserve Bank 
a released its monthly survey which showed a significant 
j increase in prices paid by manufacturers for the month, 
j early- -I suspect it is early February. At the point at 
| which that release was made, the long-term rates were very 
1 slightly above where they had been previous to the February 
4th move. But what occurred following that was a general 

i 

belief that the pace of economic activity may turn out to be 
! somewhat stronger than moat of the people in the market had 
anticipated. 


To repeat what I said at the House Banking 


.. Subcommittee, that change in view in the market's perception 
j to a significant backing up of long-term rates, which is 
what typically happens when those types of expectations 


j ' change . 

^ As I said then, my impression of how one should 

^ interpret that Philadelphia report is .more an indication of 
a ® iclcu P in ec ono®ic activity, because commodity prices tend 
.j v to o® reasonably good proxies for new orders, and indeed I 
think that is what essentially that particular report was 


showing , 


It is not a particularly good forecaster of 
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; ! inf lacier.. As I said at the House Committee, we seem to be 
| lacking the financial tender that usually is associated with 
inflation accelerating when you get a significant pickup in 
j economic activity. 

I am agnostic at this stage. I think it is too 
soon to make a judgment, but we will learn a good deal more 
as the data begin to come forward. 

The Chairman. Well, but as I listened carefully 

i 

to what you were saying, it seems to me when you say you do 

t 

^ not see tne inflationary tender, and that you are sort of an 
J agnostic, I mean I gather you are saying you do not see yet 
j a broad evidence of a build-up of inflationary pressure that 

1 really worries you? 

Or is that not- -I mean, put it in your words. 
Chairman Greenspan. That is substantially 

| correct . 

' The reason that we moved on February the 4th, and 

| the reason I said we may have to move again, rests on the 
| issue of having deliberately put through a significant 
| degree of accommodation in the money markets after 1989 
j because we perceived that there were special balance-sheet 

factors and other headwinds which required that we move the 

t 

short-term interest rates below where they normally would 
. reside. 

j When it became apparent that the adjustments that 

j - 


<!jl 
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vre thought would occur, and in fact have been occurring in 
the balance sheets, got to a point where the economy could 
start to regain its momentum and gain a degree of expansion 
which seemed to be well entrenched, at that point the need 
to have excessive accommodative policies no longer exists. 

The issue is not do we see inflationary pressures 
emerging, but what is the reason why we would want to keep 
the level of accommodation at a point where history tells 
us, if extended indefinitely, eventually does engender 
inflationary pressures? 

So it is the issue- -I would reverse the question. 
Not, do we see inflationary pressures; but what reason would 
we have, once the recovery seems well entrenched- -as indeed 
I believe it is- -would we wish to keep an excessively 
accommodative stance? 

That is not a statement which says we are seeing 
inflationary pressures emerging. 


indeed, as. I said in my prepared remarks to the 

House Committee, when we actually see inflationary forces 

j emerging in the way of price changes which are clearly 

j evident, the one thing that is sure at that point is we are 

very far advanced in the process. History tells us that 

that type of policy which we engaged in much too often is 

wholly inappropriate to maintaining long-term economic 

stability . 

i 
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The Chairman. Well, let me just say to you I 
find that a very important clarification and point that you 
have just made. 

I think it puts this in a somewhat different 
light than some of the commentary I think has given to it, 
because what I hear you saying is that you have had a 
monetary policy that has been overly acco mm odative in order 
to try to get sort of the engine going again, and that you 
over- corrected in a sense-- 

Chairman Greenspan. Deliberately. 

The Chairman, --deliberately. 

And now that it has gotten the traction that it 
naeds to have, and as far as you can tell you are taking 
back some of that over- correction, but not for reasons of 
the fact that you see this inflationary tender building up 
here. 

Chairman Greenspan. Precisely. 

In fact, I have tried to make that point every 
time I have stated this and I somehow do not seem to get it 
across as well as I think I would like to. 

The Chairman. Well I think you got it across 
pretty well right now, and we have got a pretty good size 
press table that I hope will have gotten it down, even 
though it is 20 to 2:00, which is sort of a late hour for us 
to all be meeting here, but I thank you for that. 
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I think chat is a very important distinction, and 
I thir-K i- is important for the economic system and the 
markets :c understand what you have just said. 

Senator D'Amatc? 
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Senator D'Amatc. Thank you, Mr. Chairman. 

Mr. Chairman, I have to say to Mr. Altman that I 
would like to go back to a question that Senator Gramm 
brought up as it relates to any meetings with White House 
Staff or counsel. 

Mr. Altman, I think you said that you and an 
official from Treasury sought out Mr. Nussbaum? Is that 
correct? 

Mr. Altman. Yes, I did. 

Senator D' Amato. Could you tell us why? 

In other words, I have difficulty understanding 
why it is you felt compelled to seek out the White House 
counsel . 

Mr. Altman. Solely to ensure- - 

Senator D' Amato. Solely to? 

Mr. Altman. Solely to be sure that he understood 
the legal and procedural framework within which the RTC was 
working . 


If you recall, as I said, at that time there was 
a February 28th date which was the subject of major 
attention in the Congress and in the press. It is not 
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uncommon cf meetings of that type to take place. 

And I describe it as a "heads-up" and a very 
stiff conversation. 

Senator D* Amato. A heads-up? In what connection 
would that heads-up be? Do you mean that the statute of 
limitations was running? 

Mr. Altman. No, that they should be aware of the 
internal processes and the types of criteria which the RTC 
was going to be following in order to reach a decision by 
February 28th. 

Senator D' Amato. Were any representatives of the 
President or Mrs. Clinton, were any legal counsel, which I 
think would be appropriate, speaking to the counsel for the 
RTC, or people handling this particular matter? 

I mean, was there any legal representation going 

on? 

Was this you just called them? 

Did they have any representatives, any counsel 
who may have been meeting with staff people, or talking to 
* staff people? 

Mr. Altman. I was accompanied by our General 
Counsel, Treasury General Counsel. 

Mr. NUssbaum had his assistant with him. And Mr. 
Ickies and Margaret Williams were both at the-- 

Senator D' Amato. Oh? Ickies is in it, huh? 
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Let me ask you this. Prior to this meeting, was 
there =r.y representation, was there any counsel that was 
being giver, representing the President's interests or Mrs. 
Clinton's interests, or anyone else that you were aware of 
as it relates to the matter that you went to brief them on? 

Mr. Altman. No. Not to my knowledge. Nor were 
there any substantive conversations- -subsequent 
conversations . 

Senator D' Amato. Did anyone request this 

Mr. Altman. I requested the meeting. 

Senator D' Amato. Was there any other meeting 


meet me? 


-1 

m 




have been requested? 

Mr. Altman. No. 

Senator D' Amato. There was no other meeting that 
aware of that the White House counsel requested? 

Mr. Altman. No. 

Senator D' Amato. Or anyone else from the White 

Mr. Altman. No. 

Senator D' Amato. Mr. Ickies? 

Mr. Altman. I had no subsequent--! received no 
- requests for meetings. 

Senator D' Amato. What about private counsel? 

Did private counsel--! find it hard to believe 
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that there was no private counsel. Are you saying to me 
that there was not even private counsel that was meeting 
with staff lawyers at some level? 

Mr. Altman. Not to my knowledge, Senator. 

Senator D' Amato. Ms. Ford, do you know of any? 

Ms. Ford. No. I have had no involvement. 

Senator D' Amato. Let me turn to the RTC Report 
which was dated February 8th, which we received last evening 
about 9:00 o'clock, "Resolution Trust Corporation." 

I say to you that in reviewing this document that 
I think it goes a little further and does a little better 
job than the one that came out of the FDIC. But I found it 
interesting chat in its conclusion on page 5 and 6, in the 
summary- -in this summary before it reaches the disposition- - 
it says : 

(a) Rose represented Madison prior to its 

failure ; 

(b) --and I am not reading the whole sentence- - 

(b) Rose represented the FDIC/RTC subsequent to 
the failure of Madison; 

(c) Rose did not disclose its representation of 
Madison before the Arkansas Securities Department, to the 
FDIC, or to the RTC. Further, it did not report possible 
conflicts involving the brother-in-law and father-in-law of 
Webb Hubbell - - 
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And by the way, I am going to. Mr. Kove, read 
something tc you that is quite illuminating. You had better 
have your lawyers take a iook at this. 

When it gets all done doing that, it says: 

"Based on the factual conclusions in the RTC 
Conflicts Report," it says, "we send it to counsel." 

Now I have to tell you, I am going to ask-- 
because you have no conclusion. It just says these are the 
facts. End of the facts, fellows. Now you do with it what 
you want and sends it to counsel, general counsel. 

I am going to ask that this report and any other 
relevant material that was gathered by those who were 
working on it be submitted to the Inspector General. As you 
have indicated before, you certainly would not see- -I do not 
see how that would impede anybody or anything , but I 
certainly would feel more comfortable that it goes to the 
Inspector General as opposed to the General Counsel. 

I think it would guarantee the integrity o£ the 





Mr. Altman. Fine. 

Senator D' Amato. Thank you, very much. I see 
that rr.y time has expired. 

I have another observation to make, and I will do 


25 that afterward at the appropriate time, 
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The Chairman. Senator Kerry? 

i 

Senator Kerry. Well, let me ask my colleague. 

Is that going to be the last? Or is there an intention of 
* colleagues to go another round? 

(i 

Senator D' Amato. I think some colleagues have 

] some other questions they will raise. 

i! 

The Chairman. I think we will have one more go- 
\ around here with those that are left who want to do so, and 
then I think we are probably done here. 

Senator Kerry. It was my understanding that we 
were going to have another hearing here in 10 minutes, which 
I am also supposed to participate in. I am just curious 
what the plans of the Chairman are. 

' The Chairman. They have a different room that 

they are meeting in, so we will not run into a room 
conflict, but we are late in the day and the witnesses have 
been here a long time, so my intention would be to finish up 
t around here after everybody gets one more round. 

Senator Kerry. Well maybe I could ask just 
procedurally, I do not really want to use my time at this 
point, but it seems to me that maybe we could ask if anybody 
has anymore questions to ask of the Chairman of the Federal 
Reserve, because it seems not a great use of his time to sit 
here if ali we are going to do is talk about another 
subject . 
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Senator Icmenici. Is my cum eminent here, or do 
I have a Iona wait? 

The Chairman. Let me get my batting order here. 

Senator Eoxer. You have a long wait. 

Senator Domenici. I do not want to keep him a 
long time, but I wanted to- - 

The Chairman. Actually you follow Senator Bond 
who will come after Senator Kerry, and then we will come 
back to Senator Boxer. So actually there are-- 

Senator Faircloth. How long is your question? 
Maybe they would let you- - 

Senator Domenici. I do not have a question of 
Mr. Greenspan. I just want to state for the record that 
frankly 1 believe the actions you took over the last three 
or four years have a great deal to do with the status of the 
American economy. 

I frankly believe you were subject to same undue 
criticism, but if we have a solid recovery I think it is 
very significantly related to the conduct of the Federal 
Reserve over the last three- and- a- half or four years. 

Maybe President Bush would have liked it 
differently, and maybe Dick Dazman would have, if it all 
could have happened earlier, but nonetheless I think you are 
somewhat responsible so I trust you at least on what you are 
doing now. 
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Thank you. 

The Chairman. That reminds me a little bit of 
watching some of that Olympic Skating Competition last night 
when they throw the bouquets out on the ice. You just threw 
a nice one to the Chairman. 

Senator Domenici. Thank you. 

The Chairman. Senator Kerry? 

(Laughter. ) 

Senator Domenici. I remember you were critical 
of him. You wanted him to loosen up even more. 

The Chairman. Well, the other day I think my 
comments were comments that reflected some understanding as 
to what the Chairman is trying to do, and I think he has put 
additional light on that today. 

I do not think this Chairman wants to strangle 
the economy, and I am speaking of Chairman Greenspan. 
Sometimes you can do that and not intend to, but I think he 
is trying to be as prudent as he can be. 

Senator Kerry? 

Chairman Greenspan. Excuse me, Mr. Chairman? Is 

that- - 

The Chairman. Cam you be liberated now? Cam you 
take your bouquet and go? 

(Laughter. ) 

Chairman Greenspan. Yes. 
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The Chairman. Yes, you can. 

Senator Kerry - - Senator Boxer gave you a 5.9. 

i Laughter. ; 

Senator Boxer. A 6.0. 

t Laughter. i 

The Chairman. Especially on the technical 
portion cf the program. 

(Laughter. ) 

Senator Bond. With the market today, maybe we 
should have let him out earlier. 

The Chairman. Senator Kerry? 

Senator Kerry. Mr. Chairman, I am not sure I 
have time to stay through the whole process here, so I am 
review the bidding here a little bit, but just speaking as a 
former prosecutor: 

One of my colleagues over here was sort of 
questioning the duality. I can tell you as a person who has 
presented evidence to grand juries and who has spent some 
time putting cases together, that there is nothing worse 
than having dual tracks, witness confusion, various 
statements appearing in public, multiple copies of documents 
T moving around. 

I would be very surprised if Special Prosecutor 
Fiske decided to do it. It certainly would not be a 


judgment that I made thinks public in the middle of an 
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investigation because it inevitably taints somebody's 
something, and it creates a very hard process for pursuing a 
track. 

what astonishes me here a little bit --and I want 
to reiterate it --is we have a $150 billion problem here 
which taxpayers are paying for. They are already angry 
enough about us wasting their time in duplicitous process, 
and here we are frankly with very important people in front 
of us having spent a morning not really examining where that 
$150 billion went, not talking about it, but dealing instead 
with politics. 

And that is what this really comes down to. It 
is politics. It is totally unnecessary in the context of 
the gentleman who has been made Special Prosecutor- -a 
Republican appointed by a Democrat. 

Let me just share with colleagues again quickly 
something about Mr. Fiske. This is an article from The New 
York Times right after he was appointed: 

"Robert Fiske' s reputation for integrity and 
thoroughness is so entrenched that if he finds no 
wrongdoing during his investigation of the 
Whitewater affair, his findings could put rumors 
about Bill and Hillary Clinton's business 
dealings to rest.” 

"The choice is one that you simply can't argue 
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with. " said former Treasury Secretary Nicholas Brady, a 
close friend of former President George Bush, and a college 
classmate of Mr. Fiske's more than 40 years ago: 

"He is one of those guys who has always 

conducted himself with integrity." 

The article goes on to say that* "Mr. Fiske, a 63 -year-old 
Wall Street lawyer, earned his reputation by being an 
aggressive prosecutor. If the Clintons have something to 
hide, he could pose a formidable problem. If he lives up to 
his billing, at the very least his investigation will 
disrupt the lives of the First Family." 

Now if that is not enough, if we do not have the 
patience to allow him to do his job and sit here and ask 
relevant questions about $150 billion, we ought to ask what 
we are doing here. 

This is why the taxpayers get so fed up, because 
all we do is dig into politics. There is a huge distinction 
between this case and prior cases because we are not looking 
at a current situation where the President is currently 
making decisions about current money being spent or current 
policy. 

This is something that happened when he was 
Governor- -if whatever happened happened- -and I suggest that 
this Prosecutor has the ability to get at it. 

If he does not, I will join with Senator D' Amato. 
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I will be one of the first people. I think I have a good 
reputation here on the basis of BCCI and Noriega and other 
investigative efforts in pursuing things. 

But I think back to the time I was trying to do 
that, and I did not have any help from the other side of the 
Aisle. We did not get subpoena power. We did not have the 
ability to have a full-fledged investigation in this 
Committee on that. 

j I sat here with Tim Wirth and we tried again and 

I again to get an extension of the liability. We also tried 
8 

' to get a Special Prosecutor. Most of my colleagues making a 
lot of noise about this now were opposed to have the Special 
Prosecutor. 

So I just think fair is fair at some point in 
j this business. We all understand the game. We all 
1 understand what happens. But it seems to me that to take 
$150 billion fiasco and relegate it to a second tier for 
this 194th state-run- - 

Who was the primary regulator of this 
institution, originally? 

; Mr. Hove. Originally it was the Federal Savings 

| & Loan Insurance Corporation, and later OTS. 

\ Senator Kerry. Fine. So it came to the Federal 

j Government secondarily. And, I might add, for two years 
. this case was closed. It was not until six weeks before the 
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election- -and we ought to ask some questions about this- - 
chat suddenly when Bill Clinton was the nominee for 
President of the United States that there was a criminal 
referral to the RTC. 

Not until six weeks before the election. 

For . two years while my friends controlled the 
elements of regulation, nobody was asking the questions that 

i 

are being asked here today. 

So I am not saying questions should not be asked. 
I am saying we absolutely ought to get to the bottom of 
whatever took place. We ought to understand all these 
institutions, because it is a sorry chapter in American 
politics . 

But that is going to happen with 25 FBI agents, 
and depositions, and documents being made available, and the 
taxpayers of this country do not need us jumping all over 
each other for political purposes avoiding the real issues 
that they would like us to dig into. 

I do not think much more needs to be said beyond 

that. 

The Chairman. Senator Bond. 

Mr. Hove. Mr. Chairman, may I make a correction 
The Chairman. Yes. 

Mr. Hove. I think Senator Kerry asked who was 
the primary regulator. The primary regulator was the State 



Ace-Federal Reporters, Inc. 

NatioawidtCovcraite 

aa-MT-mo «km*js» 

x. 'rvrj&A - 


15523 



3101 


78540505 

"WBeach 


£ 

3 

4 

5 

6 

7 

8 
c 

10 


11 


12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


1 


182 


of Arkansas. 

Senator Kerry. That is what I was getting at. 

The primary regulator was the State. 

Mr. Hove. Exactly. And the primary federal 
regulator was FSLIC, or NOTS. 

Senator Kerry. Correct. So the issue of federal 
nexus here in terns of decision making is only by transfer, 
not by original jurisdiction. So what we are doing is 
secondary to the third tier. 

The Chairman. Senator Bond. 

Senator Bona. Mr. Chairman, for the benefit of 
my friend from Massachusetts, I am going to submit a 
chronology and some questions for the record to the RTC to 
answer. 


i 

j 

j 

1 
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I recall it was Jerry Brown of California who 
first raised the question during the 1992 campaign, but we 
all will be able to benefit from these questions which are 
along the lines that Senator Kerry raised. 

I also have a series of questions for the FDIC 
and for the RTC which follow up on these other questions. 

But in the time remaining, I do want to pursue a 
couple of items. 

When we last talked, Mr. Altman, you said that 
normal procedure would be for the RTC to seek out and 


acquire records wherever they were. 


w 
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1 Now if the RTC under your direction were 

2 requesting records from the First Lady at the White House, a 

i 

3 rather r.ign-prsf ile event, wouid it not be customary for 

{• 

4 f them to advise you that they were requesting records in the 

5 possession cf the First Lady? 

6 " Mr. Altman. Senator, I do not get involved in 

7 any substantive aspects of any PIS case, particularly or 

jj 

8 including documents that they may seek, so they have never 

9 brought that to my attention since I have been in this job 

10 and that goes right through to today. 

11 Senator Bond. So you would not expect them to 

12 tell you? 

13 Mr. Altman. No, I would not. 

14 Senator Bond, t find that remarkable. 

15 In a normal criminal referral case, the RTC 

16 creates and retains an inventory of pertinent documents used 

17 to make the case. As I understand it, at least one version 

18 , of the inventory has been provided to some Members of 

19 1 Congress . 

20 Could you furnish to this Committee the latest, 

21 most up-to-date inventory, and provide it for the hearing 

22 record along with the previous versions? Would you make 

23 that available? 

24 Mr. Altman. Well last evening we supplied the 

25 65C0 cages of information tc Senator D' Amato's office, as we 
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had sometime earlier to Congressman Leach. 

Senator Bond. And is that the entire inventory? 

Are those all the documents? 

What did you- -You give new challenge to Federal 
Express and Overnight Postal Service to get the delivery of 
such a substantial stack of documents at this particular 
time. It is a new standard for delivery in the package 
express . 


Mr. Altman. Well, I have here a list of the 

documents . 

Senator Bond. Is that the iatest version? 

Mr. Altman. This is just a list of what the 
. documents are. There are 6500 in total pages. This is a 
list of the documents we provided. 

Senator Bond. If you could make one available 
for the record, we would like to have it. 

Mr. Altman. I would be delighted. 

Senator Bond. We would appreciate it. 
(COMMITTEE INSERT.) 
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Senator Bond. .\’ext, when did you become aware of 
the RTC recommendations that further criminal prosecution be 
taken against Madison? 

Mr. Altman. last fall. I was advised that the 
question of a referral to the Justice Department was under 
consideration at the RTC. And as other members of the RTC 
staff will attest. 1 said that normal procedures with no 
deviations whatsoever should be pursued, including chain of 
command procedures, in terms of reaching that conclusion. 

I might tell you that typically decisions like 
that are made at the Regional Office ievel, and it was in 
this case. 

Senator Bond. Were you aware that the Regional 
Office had asked the National Office to make a determination 
as to whether the Clintons' name should be in the new 
expanded referral? 

Mr. Altman. No. 


j 

i 


i 




Senator Bond. You did not know they were asking 
for the National Office to make a determination? 

Mr. Altman. No. I was simply informed that this 
issue was on the table, and my reaction was --and I had only 
one conversation about it --that normal procedure should be 
followed. That is the way we are going to handle this thing 
from beginning to end. 

Senator Bond. How was the White House notified 
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| of the referral? 

I Mr. Altman. They were not notified by the RTC, 

to the best of my knowledge. 

Senator Bond. Nobody in your agency, to your 
knowledge, advised the White House staff that this was going 
to be a major --this could be a major source of concern? 

Mr. Altman. Not to my knowledge. 

Senator Bond. Mrs. Ford, do you know if the 
White House was notified by the RTC? 

Ms. Ford. No. We have had no involvement at the 
Oversight Board whatsoever. 

Senator Bond. When was the firm of Madison & 
Pillsbury put on retainer by the RTC? 

Do you know? 

For how long, and at what cost? 

j Mr* Altman. I do not know that. I am aware that 

j that firm has been retained as outside co uns el on this 
matter, but I am not aware of the date on which it was 
retained nor the retainer arrangements. 

Senator Bond. Will they review the potential of 
suing the various law firms who represented Madison, or the 
Board of Directors? 

j Mr. Altman. I do not know the answer to that 

j question. 

i Senator Bond. We would appreciate know that, if 
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3 like to know that. 
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Senator Bond. Finally, I am advised that the 
list you have there is just an inventory of the documents 
provided to Senator D' Amato. It is not the complete 
inventory of the documents pertaining to Madison. 

If I am mistaken, or in either event we would 
appreciate receiving a copy of the inventory of the entire 
documents . 

Mr. Altman. Well, Senator, I am not sure I fully 
understand your question. What we have released amounts to 
what we have been asked for, less any documents that in our 
judgment could prejudice the investigation. 

I told you earlier that we had had a couple of 
conversations--! have not had them- - 1 am advised that there 
were a couple of conversations with Mr. Fiske, with each 
side asking the other not to release information or take any 
other steps which would prejudice either side's 
investigation, and we are trying to adhere to that. 

Senator Bond. As I understand it, you have 
prepared an inventory. I am not asking for the documents 
themselves, but I understand that you had prepared an 
inventory and had furnished perhaps Members of the House 
side or others with the inventory- -not the contents of the 
documents . 

Mr. Altman. Well any information I assure you 
that we have supplied to Congressman Leach or anyone 
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eisewnere :r. the Congress we are delighted to supply to you 
or anyone else here that would like them. 

Senator Bond. Would that include an inventory, a 
cataloguing- -not the contents but a cataloguing- -of the 
documents in the Madison case? 

Mr. Altman. We will supply you with any 
information to that extent that we can which does not get 
into areas that we think would prejudice the investigation. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer? 

Senator Boxer. Mr. Chairman, I am still working. 

The Chairman. All right. Senator Domenici, you 
are next ir. the order. 

Senator Domenici. Mr. Altman, you spoke awhile 
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ago of your one contact with the White House regarding this, 
and you and your counsel went up to talk to the White House 
counsel . 

Mr. Altman. One substantive contact. 

Senator Domenici. Please? 

Mr. Altman. One substantive or meaningful 

contact. 

Senator Domenici. Well, I assume we are not 
arguing there that you had- -you are not suggesting you had 
more than one are you? 

Mr. Altman. No. I am just saying that if you. 
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you know, you run into someone in the hall, if you see that 
thing in the paper this morning, I am not including that. 

Senator Domenici . You said you were there to 
give a heads-up. 

What I understand the situation to be on average 
folks like a couple of them in my State that were bordering 
up alongside of a statute of limitations becoming a defense, 
they were presented with a tolling agreement. If they did 
not sign it, the suit was filed so as to toll the statute. 

Is that a rather fair assessment of the way 
business is done? 

Mr. Altman. I think I would have to know the 
details of the matter, Senator. 

Senator Domenici. Well I guess what I am 
wondering is are we getting the right perspective of why you 
did this? 

Did you go there because you wanted them to know 
that clearly they might be asked to sign a tolling 
agreement? 

Or, to know that the normal process was that the 
statute is going to toll and if there is reasonable grounds 
to suspect something, they might expect a lawsuit? 

Why else would you give them a heads-up? 

Mr. Altman. The difference between this and a 
matter like the one you referred to is I had been receiving- 
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-I had cegur. cc receive a let of inquiries, including in 
writing, iron Congress as to what procedures the RTC was 
going _ : follow. 

I wanted to give them the same sense of those 
procedures that I was giving Members of Congress. I said to 
them nothing different than 1 have said to Members of 
Congress . 

Senator Domenici. Well I understand that, but I 
guess wnat I am getting at is there must have been a reason 
for teliing tr.em that. 

Congress was just saying the statute is going to 
run, what are you going to do, so you went over there to 
tell tr.em we are going to apply the same thing we do in any 
other case? 

That is the "heads-up" that you were giving them? 

Mr. Altman. That is right. 

Senator Domenici. Was it serious enough that you 
wanted them to know because there might be something that 
they would be confronted with that was untoward as you 


% applied your rules like asking for a tolling agreement, or 







filing a lawsuit? 

Mr. Altman. Again, the essence of what we said 
was tr.at the statute cf limitations which then applied was 
scheduled cc expire on February 28th, 1994. 

The RTC was going tc make every effort to make a 
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decision by chat date. 

It could fundamentally reach only one of two 

decisions : 

That there was the basis for a claim, or that 
there was not. 

i 

j If there was a basis for a claim, then we would 

j either seek a tolling agreement to permit more discovery and 
I more preparation, or we would file that claim in court. 

Senator Domenici. Well, the passage of the 
statute of limitations extension eliminates that problem, as 

i 

you have already indicated. 

\ I guess, Mr. Chairman, I am having a little 

i 

difficulty with the explanation because one way of. looking 
j . at it was that it was not a very meaningful or important 
-meeting; that he was just doing this so that he would be 
able to tell Congress he had told them he is going to treat 
them the same way as others. 

I do not think a man- -I know you fairly well. I 




do not think you would be going over there to just- be able 


to send this letter to Senator D' Amato that says I have told 
.the White House that they are going to be treated the same 

44 ■ 

wav as other people . 

1 J.\ 

" Mr. Altman. Senator, I did not know whether they 

^knew of such procedures which, as I say, I was then 

v !'%- . 

.communicating to Members of Congress. It just seemed to me 

ivw** 
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a i-“tie -cid :: explain tc a Member of Congress chat we are 
going c: follow X , Y , Z procedures and net have "hem ever be 

•i 

made aware of what chose were. 

Senacor Domenici. Well I wane to close on this 
i remark cy thanking you, Mr. Chairman, for holding these 
. hearings . I hope the public understands che Republican 
response to Senator Kerry that it is almost an insult to 

i 

accuse us of not being concerned about oversight, and that 
somehow cr oensr the other side is more interested in how 
the RTC turned out. 

Franxly, chat just borders on being a joke. 

. rh is hearing we have all your statements. We 

are going to read them. So we are going to know what you 
were going to say. If you sent it to us yesterday, our 
staff has probably read it already and they will brief us. 

So we are going to know. 

Mv last observation would be that it is 
i inconceivable to me, Mr. Altman, that you would really be 
concerned that people involved in the investigation, 

■ whomever they are, whether it be people in Arkansas, whether 
it be confidants of the President, or whomever, that they 
would not know chat the statute of limitations was going to 
toll, and chat that presented a situation that you had to 
advise somebody on. 

I just do not think anybody involved in this 
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would net have known that. 

Mr. Altman. Well Senator I also- -I would agree 
with ycu. I cannot say for sure. I cannot say what was in 
their rr.mds. I doubt very much that they did not know about 
the statute of limitations. 

Senator Domenici. Right. 

Mr. Altman. What I was saying was not that. 

What I was saying X did not know if they knew, and frankly 
| my impression is, as a result of that meeting, they had not 
previously known what procedures the RTC would be following. 

By chat I mean that you have to choose between- - 
r you have to reach a conclusion as to whether there is a 
claim or there is not, and then what you have to do if you 
y. reach a conclusion that there is. 

Senator Domenici. Thank you, very much. 

The Chairman. Thank you. 
j Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

■m,' 

19 L I will echo Senator Domenici. You have done a 

superb job of conducting, and I will be very brief. 

My questions are to Mr. Hove. 

22 Mr. Hove, we keep coming back- -you said the FSLIC 

23 itv. issued this reoort, who had long been out of business and 

**f 

24 ^ did the investigation on Mrs. Clinton and her relationship? 
Mr. Hove. No, sir, I did not say FSLIC. I said 
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that the agency chat handled the closing of First American 
was FSLIC, and that occurred before FDIC had any involvement 


in it. 


Senator Faircioth. All right. But who did the 


investigation--! assume there was one done- -to determine 
that Mrs. Clinton had no involvement whatsoever that was 
worthy of looking at? 

Mr. Hove. We did not do an investigation. We 
did not do a review because we do not have all the records. 
The records are the old FSLIC records that are not in one 
central repository. 

All we did was review the records that we had 
available at the FDIC. The records that we had at the FDIC 
only indicated that Mrs. Clinton's involvement from the 
records that we could review was the two hours that she 
•pent filing the amended complaint for her partner Vince 
Foster. 

Senator Faircioth. So what you are saying really 
is that you did a very incomplete and surface investigation- 

Mr. Hove. We did not- -we simply looked at the 
records that we had, and we did not make an investigation 
any further than the records that we had available to us at 


the FDIC. 


Senator Faircioth. Well, I would say that Mr. 
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Whitney issuing such a clearance for Mrs. Clinton in the 
name of the FDIC does not lend a lot of credibility to an 
FDIC investigation when he makes his statements, and when 
you did not really have the records to make an investigation 

«j 

j from what you are telling me. 

| Mr. Hove. What we were doing was correcting the 

\ information that was erroneous in The Chicago Tribune 
| report, because The Chicago Tribune said that it was an FDIC 
case and we said it was not an FDIC case. 

we also said that from our records this was the 
* only involvement that we could have. 

Senator Faircloth. Well do you not think it 
^ would be a good idea to hunt up the old FSLIC records and 


i 1 

i 


J^sss whether they might lead you farther? 



K- I have a question, and then I will be done. 

b 

The original suit was $3.3 million. They settled 
it for 6 cents on the dollar, or $200,000. 

What I want to know is how much was Mrs. Clinton 
id, or the Rose Law Firm. 

Mr. Hove. I cannot tell you. I do not know. 
Senator Faircloth. Cam you find out? 
ft Mr. Hove. We cam try. 

Senator Faircloth. I would like for you to let 
know as quickly as possible how much the Rose Law Firm 
iwas paid, and also their work records to indicate who did 
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Senator Faircloth. You say she worked two hours - 


22 


Mr. Hove. I did not say that. I said the only 
thing that we can ascertain from the records we have was 
that she worked two hours . 

Let me remind you, Senator, that these records 
are dispersed from wherever FSLIC had the records. We did 
not take possession of those records when FSLIC was closed 
down. 

Senator Faircloth. Are those records still 

available? 

Mr. Hove. I do not know. 

Senator Faircloth. If she settled the lawsuit, 
the amount of hours she worked- -it is just impossible for me 
to believe she settled the lawsuit against Lassiter, she 
signed the amended return which was the settlement, the 
amended complaint which was the settlement against Lassiter 
at a very favorable rate. 

Then, we turn around and find that Lassiter is 
the person whose power of attorney is back in the White 
House working. 

Mr. Hove. Senator, the amended complaint reduced 
the complaint from $3.3 million to $1.3 million. The 
settlement was some six months later. I do not know whether 
Mrs. Clinton had any involvement after that period of time 
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in which she amended the complaint from S3. 3 down to $1.3 
million. 

Senator Faircloth. Well, we have no idea whether 
Mrs. Clinton made the final settlement totally. 

Mr. Hove. I have no idea from our records and 
what we have seen. 

Senator Faircloth. This two -hour thing, she 
could have worked 200 hours. 
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Mr. Hove. What I have told you is what we have 
available at the FDIC. 

Senator Faircloth. She could have worked 200 
hours on it. 

Mr. Hove. And all I am telling you is that the 
records that we have indicated she worked two hours. The 
only records we have is that she billed FSLIC for only those 
two hours. 

Senator Faircloth. Billed who? 

Mr. Hove. F-S-L-I-C. 

Senator Faircloth. How about getting the total 
records from FSLIC and finding out how much the total bill 
was, and whose time was billed? 

I would like to see them. 

Thank you. 
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The Chairman. Senator D' Amato? 

Senator D' Amato . You know, Mr. Hove, I have 
difficulty if you really have trouble figuring this out. 

When a claim is lodged for $3 million, and then it is 
reduced and you say, well, you know, the law firm or this 
partner- -in this case Mrs. Clinton- -only billed for two 
hours . cut the nature of the work was such as to reduce that 
lawsuit and the potential liability of Mr. Lassiter who has 
a definite relationship with the Clintons. 

1 mean, are we really to believe you do not 
understand that? 

Now do not give me this two-hour stuff. I mean, 
the fact is that that claim was reduced. The potential of 
the claim was S3 million. It was reduced to a million some 
odd, and therefore a settlement of $200,000 is much more 
reasonable in appearance when the suit is only asking for 
$1.3 million as opposed to $3 million. 

Now does that not make sense? 

Do you see why a Senator or anyone else would 
make an inquiry and say: Look, what is the situation here? 

Are you telling us there is no conflict there? 

Mr. Hove. But, Senator, you are asking FDZC, and 
FDIC aces net have any involvement in that suit at that 
time. 

Senator D' Amato. I am not suggesting that. What 
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I am suggesting to you is that in a period of time it came 
to you for review, if you look, at this- -do not keep telling 
us that FDIC did not have anything at that time. 

We are not suggesting that you did anything 


wrong . 

We are suggesting you take a look at the facts. 
Take a look at the record. Tou can be a school boy and you 
will come to an inescapable conclusion that someone was 
retained to bring the iawsuit that had a relationship with 
the person they brought the suit to. 

And as a matter of fact, whether it was two hours 
or one hour, their determination was made to reduce the 
claim that might he the potential liability from $3 million 
down to $1 million, and eventually settle for $200,000. 

Now we do not know who was responsible for the 

settlement? 


But the fact of the matter is that the partner 
who reduced and amended that complaint is Mrs. Clinton. 

That is obvious. I am not going to spend my time going back 
and forth with you. 

I am going to tell you something else, though. 
When we talk about the potential for conflict before as it 
related to the Madison Guaranty and Mr. Kubbell, I am going 
to refer you to a letter of June 8, 1989. 

Mr. Hove, you stated that since the Rose Law 
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Firm, which I first brought this up to you, was suing Frost, 
it was net relevant that Web Hubbell's brother-in-law and 
father- m- iaw was suing Madison. 

Now if you take a look at that letter- -and I am 
going to suggest to you that you are wrong, and that is why 
you had better have the IG look at this- -June 8, 1989, and 
it is written to April Breslaw, Attorney, Federal Deposit 
Insurance Corporation- -I am reading part of it: 

"Mr. Hubbell is the son-in-law of Seth Ward, a 
Madison insider who was able to obtain a judgment against 
Madison of approximately $447,000." 

Skipping to the next sentence and going down: 
"Since the conservatorship, the case has been 
removed and later remanded back to the State Court of 
Appeals. After appeal, a new trial will be sought. Whether 
in state or federal court, at a minimum.” 

It goes on to state: 

"The state judgment will be attacked under 
various special FDIC defenses on its general 
inappropriateness. Ms. Styrohora has informed me that the 
information contained in the audit files could be damaging 
to our case, especially if a new trial is granted." 

It goes on, and it concludes: 

"I offer this information because there appears 
to be a conflict in representation and a question of 
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loyalties. Mr. Hubbeli may or may not be able to compromise 
our interest in the Seth Ward matter." 

Now, look, I am not suggesting that at that time 
that you knew of it. Here it is. That is why, if you do 
not refer something to the IG to clarify whether or not 
there was a conflict, you cannot be doing the right thing. 

For you to maintain, well, you were not there at 
the time, it was FSLIC? Well, maybe the rules were a little 
vague. 

I mean, for God's sake , you had lowly auditors 
saying, wake up, fellows! 

You had an auditor in another letter saying: It 

is impossible to think that he is not going to tell his in- 
laws what is going on. 

So that is the kind of thing that brings about 
maybe the stamping that one of my colleagues alluded to. 

Mr. chairman, not withstanding- -first of all I am 
going to ask that we be permitted to submit some documents 
for the record that have been referred to, so we can keep an 
orderly proceeding. 

The Chairman. Without objection, so ordered. 



(COMMITTEE INSERT.) 
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Senator D' Amato. Secondly, I want to say before 
I conclude that you could not have been fairer in making 
available this opportunity and according the Members the 
opportunity to make their presentations and to ask their 
questions under very difficult circumstances. 

So I want you to know that, and I think I speak 
for all the Republicans on the Committee in relationship to 
the manner in which you have conducted this proceeding. 

It is not easy for you, and I just want to 
commend you for your impartiality. 

Let me conclude again, I think what we are 
interested in this is setting, as I think Senator Donenici 
said, the process move forward without there being 
interference and without there being a question as to what 
documents have been made available to the appropriate 
people, and what has been taken. 

Some of these things have no - - 1 see Mr. Altman. 
He is placed in a very, very difficult position. I have 
said that publicly, as well. It is a very, very difficult 
situation and certainly it leads to us raising the kinds of 
questions we have. 

But I tell you that this Senator wants to see 
what was supposed to be done, what was done, and that what 
should be done at the present level is carried out in a 
manner in which everyone cam say the right thing was done. 
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! Then, l=c the chips fall where they may. 

So, Mr. Chairman, again thank you for providing 

\ us an cpportunity to put forth our concerns. Hopefully this 

| 

’ will move us a step closer to resolving this matter. 

• Thank you. 

The Chairman. Thank you, very much. We will 

n 

' give vcu some questions for the record, and we would ask you 
| to respond to them. The Committee stands in recess. 
(COMMITTEE INSERT.) 
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Senator Boxer. Mr. Chairman, I want to make a 


comment . 


Boxer . 


The Chairman. Oh, I beg your pardon, Senator 


Senator Boxer. I was really waiting to hear what 
Senator D' Amato had to say. If you do not mind-- 
The Chairman. Excuse me. 

Senator Boxer. I just want to make sure I 
understand where this is all going. 

So, Mr. Hove, you have agreed that you are going 
to take a look at- -you are going to ask the IG to take a 
look at this potential conflict of interest? Is that 
correct? 


Mr. Hove. I have committed to make the IG, or 
request the IG make an investigation of both the FDXC's 
involvement with the Rose Law Firm and their suit with 
Frost . 
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I have also made a commitment that we will have 
the IG investigate the issue of First American's failure 
when that happened back in 1985 or 1986, or whenever that 
was. 

(COMMITTEE INSERT.: 
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Senator Boxer. And Mr. Altman has agreed to have 
the ig ta.-.e a look at the largest S&L failures, the six that 
I noted ir. New York, Texas, California, and other places, 
and do tr.e same thing. So we have that coming. 

Mr. Altman. That is right. 

(COMMITTEE INSERT.) 
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208 

Senator Boxer. I think, Mr. Chairman, I guess we 
have made a lot of noise here today. I do not think that we 
have raised any issue that will not be raised by this very 
independent counsel. 

The fact that our colleagues have raised them 
again I am sure will lead the independent counsel to look 
even harder at these issues. But to me, what is important 
for the American people to know is that after the biggest 
financial disaster in history we are getting on our feet. 

We do not see these S&Ls going under. 

We have in the Senate extended the statute of 
limitations I am happy to say. I voted to do it twice. 

Some others voted to do it once. I am glad it got done. 

So we can look at many more of these issues that 


I 

i 

I 

i 


are unresolved, because we want to make sure we go after the 
bad people. 

I am very convinced that as we have learned today 
through the Chairman, by looking at the scope that this 
independent counsel has in front of him, that every single 
question that was raised here is going to be answered. 

Frankly, I think the American people know that, 
Mr. Chairman. That is why when the polls are taken day 


after day, after more and more stamping cf feet, they still 
say, yes, I know that is being looked at, and that is okay. 
They are more interested in the bread and butter of their 
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1 lives, getting -cos which they are getting more of under 

2 this Administration, ana seeing the deficit go down which 

3 they are getting under this Administration, seeing interest 

4 rates remain relatively iow which they are seeing because of 

5 deficit reduction, and they are seeing opportunity again. 

6 Now there are those that try to distract from 

7 this. That is a political game. But I think there are 

i 

8 enough of us here today that called it in that fashion, and 

9 I thank you, Mr. Chairman, for your great patience today. 

10 The Chairman. Thank you, Senator Boxer. 

11 Thank the witnesses. 

12 The Committee stands in recess. 

13 (Whereupon, at 2:30 p.m. , the Committee was 

14 recessed, subject to the call of the Chair.) 
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statement by 

Representative James X. Leach 
before the 

U.S. House of Representatives 
March 24, 1994 


Mr* Speaker, I rise to a point of personal privilege of the House. 

In rising to this point of privilege, I wish to express concern 
about the breakdown of comity that has occurred on a personal and 
procedural level in the House Banking Committee. 

On a personal level unfortunate adjectives have been used; on a 
procedural level unprecedented tactics have been employed. 

I don't wish to dwell on the personal, except to stress my high 
regard for the Chairman of the Banking Committee and to suggest 
that, as the theologian Reinhold Niebuhr once observed, the temper 
and integrity of the political debate is more important in our kind 
of democracy than the outcome of any issue. 

Motivational aspersions are no substitute for full disclosure; 
indignation no substitute for pursuit of truth. 

Members of the Majority may be speaking the truth when they indicate 
they have no evidence of a link between the failure of an Arkansas 
S6L and Whitewater and that they know of no improprieties at issue. 
But it should be understood that not speaking an untruth is not the 
same as describing a truthful situation, particularly if there has 
been no serious effort to pursue the truth. 

Constitutionally it is the duty of Congress to oversee breaches of 
law or public ethics in the Executive Branch. During the 12 years 
of the so-called "divided government" of the Reagan/Bush era, the 
Legislative Branch took its Constitutionally-mandated oversight 
function seriously, as witnessed by the expansion in the size of its 
staff and the number of investigations undertaken. 

Now both the Executive and the Legislative Branches of government 
are controlled by the same political party. The oversight mandate 
thus falls disproportionately upon the Ranking Members of the 
respective Committees for those areas of the Executive Branch over 
which they have jurisdiction. Not to assume leadership in 
performing the oversight function with regard to the way in which 
the financial institutions of this country are managed and regulated 
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would be to violate my oath to "support and defend the Constitution 
of the United States . . .and . . .well and faithfully discharge the 
duties of the office." 

If the majority party refuses to uphold its responsibilities because 
of political embarrassment to its party's top elected official, the 
minority party is left with the choice either of joining in a 
complicity of silence or pursuing investigations that run the danger 
of being partisan. 

In this context, I would simply emphasize that I raised the 
Whitewater issue with great reluctance, realizing the import as well 
as the power of the Presidency. I fully understand the political 
and personal liabilities involved. Nonetheless, I feel it would be 
inconsistent, indeed, hypocritical, to my own values, if I refused 
to pursue a line of inquiry potentially embarrassing to the 
President of a country which from its inception was intended to be 
hallmarked by law and its applicability to all citizens. It is, 
after all, the establishment of a government of laws, not men, that 
defines the uniqueness of the American experiment with democracy. 

Procedural ly, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modem 
history of the Congress. This engagement carries far greater 
implications than any judgement relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 

oversight capacities of Congress can be thwarted if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass its party's standings. 

It is possible that the Constitutional precedent for our checks and 
balances system surrounding the refusal of the Administration to 
cooperate with an oversight probe of the Executive branch which the 
majority party does not sanction may have more long-term negative 
consequences than any episodic embarrassment that might relate to 
this or any President's past. What is at issue is the definition of 
Congress as it applies to the Constitutionally granted oversight 
responsibilities of the legislature. In our checks and balances 
system. Congress was given oversight responsibilities, but this 
Administration is suggesting in response to minority requests for 
documentation from Executive agencies that only Chairmen speak for 
Congress. The minority in Congress, by this logic, has no power to 
advance or fulfill its Constitutional rights if the majority does 
not concur in request for information. If such precedent is allowed 
to stand, Congress's oversight capacities will for all practical 
purposes be hamstrung whenever the Executive and Legislative 
branches of government are controlled by the same party. Would our 
founding fathers have had this in mind? 
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In this connection, on December 9, 1993, as Ranking Member of the 
Banking Committee, I wrote federal regulatory agencies to request 
certain documents of an oversight interest (Example, Tab A) • In a 
follow-up letter I pointed out, as the courts have noted, "The 
Congress rarely acts as a body. Its manifold duties in the 
legislative, investigative, and oversight fields are almost 
invariably carried out through committees, committee chairmen, 
individual members, and staff personnel." Murphy v. Department of 
Army . 613 F .2d 1151, 1156 (1979). In addition, the court stated: 

"The Senate and the House are so organized that certain 
legislative and quasi-legislative activities may be 
accomplished only through committee action. In other respects, 
however, the legislature acts through its individual Members. 
All Members have a constitutionally recognized status entitling 
them to share in general congressional powers and 
responsibilities, many of them requiring access to executive 
information. It would be an inappropriate intrusion into the 
legislative sphere for the courts to decide without 
congressional direction that, for example, only the chairman of 
a committee shall be regarded as the official voice of the 
Congress for purposes of receiving such information, as 
distinguished from its ranking minority member, or other 
committee members, or other members of Congress. Each of them 
participates in the law-making process; each has a voice and a 
vote in that process; and each is entitled to request such 
information from the executive agencies as will enable him to 
carry out the responsibilities of a legislator." 

Agency heads responded that a Ranking Member only has the authority 
of an individual Member of Congress and, therefore, may only obtain 
information that would be available to the public pursuant to the 
Freedom of Information Act. In addition, the Office of Thrift 
Supervision asserted that it differs "with the view that Rules X and 
XI of the House of Representatives grant to a ranking minority 
member (or any individual member) the same authority to request 
information that a committee chairman possesses." In short, the 
agencies contend that only Chairmen, not Ranking Members, speak for 
Congress • 

Subsequently, on March 8, 1994, I wrote requesting information for 
the Banking Committee's upcoming RTC oversight hearing (Tab B) • 
Agency heads again responded by holding to the position that only 
the Chairman of a Committee would be permitted access to agency 
documents • 

In this dispute about' who is entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch, the 
Chairman of the Banking Committee, in what may have been an effort 
to bolster the Executive's position, wrote agency heads on March 10, 
1994, to suggest that they deny my document request and wrote 
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separately on March 14, 1994, to state that they need not answer 
questions concerning Madison Guaranty Savings ^and Loan at the 
scheduled hearings. (Tab C and D) . The Chainnan's letter contained 
an implicit and unprecedented philosophical assertion that not only 
does a Chairman have the exclusive right tp obtain oversight 
documents from the Executive branch, but the right to deny such 
documentation to other Members and the right even to deny inquiries 
about issues clearly germane to the subject of hearings. 

So that there is no misunderstanding, the RTC Oversight hearing was 
scheduled under requirement of law. Section 21A(k) (6) of the Federal 
Home Loan Bank Act (12 U.S.C. § 1441a (k) (6) ) , and there is no 
provision in that law for exceptions to Congressional oversight that 
relate to a single state and its institutions. The U.S. Congress 
wrote a law applicable to all 50 states, not 49, and the oversight 
of our laws applies throughout this country. Just as in America no 
individual is above the law, no state is beyond its reach. Just as 
no individual is entitled to violate the law out of ignorance of it, 
no person, even the Chairman of a Congressional Committee, is 
entitled after the fact to be sole interpreter of a law's meaning or 
serve as a censor to another Member's inquiries. Indeed, no Member 
of Congress has the right or power to deny relevant information to 
another Member. 

In addition to the Federal Home Loan Bank Act, the Committee's role 
in oversight is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. I refer to paragraph 
2 of House Rule X providing for the Committee's "General Oversight 
Responsibilities" which states: 

"(b)(1) Each standing committee ... shall review 
and study, on a continuing basis, the 
application, administration, execution, and 
effectiveness of those laws, or parts of laws, 
the subject matter of which is within the 
jurisdiction of that committee, and the 
organization and operation of the Federal 
agencies and entities having responsibilities in 
or for the administration and execution thereof, 
in order to determine whether such laws and the 
programs thereunder sire being implemented and 
carried out in accordance with the intent of the 
congress and whether such programs should be 
continued, curtailed, or eliminated." 

Separate procedural rules may apply to an investigative hearing, but 
such rules do not apply in this case. The statutorily mandated RTC 
hearing is an oversight hearing in accordance with Rule X. Any 
reliance on investigative hearing procedures to deny information to 
Committee Members is misplaced. Any information requests or 
questions by Members related in any manner to RTC operations are 
authorized under the Committee's oversight authority. It is also 
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expected that in answering questions witnesses have the obligation 
either to assert appropriate privileges or fully respond with 
answers to the questions ( See , 2 U.S.C. §192, Sinclair v. United 
states . 279 U.S. 263 (1929)) and such answers shall be truthful. 

(Sfifi, 18 U.S.C. §1001, U.S. v. Poindexter . 951 F.2d 369 (D.C. Cir. 
1991)) . 

Moreover, the precedent of the Banking Committee is clear with 
respect to the relevance of specific questions on specific 
institutions. On numerous occasions at past RTC oversight hearings, 
questions related to individual institutions have been asked by 
Committee Members, including the Chairman, and answered by 
witnesses. In fact, the Committee's invitation letter of March 3, 
1994, to Treasury Secretary Bentsen for purposes of the RTC 
oversight hearing, seeks testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is the 
following statement last week of the Chairman of the Senate Banking 
Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing that law to find out 
exactly how it is working and if there is a need to change any 
particular part of it. Is it working the way it was designed 
to work? Have we corrected all the abuses? We were so 
concerned about that issue that, in fact, we built into that 
1989 lav a requirement that there has to be a hearing here in 
Congress every 6 months on how that cleanup effort is doing and 
how that lav is being implemented. Within the text of that 
part of the lav we went so far as to say that any institutions 
that failed in that time period, in the mid-1980's, that if any 
Senator on the committee wanted to come in and ask questions 
about that particular institution, that they had a right in law 
to do so. We did not foresee the Madison case at that time, 
but it applies precisely to the Madison case and every other 
case out of that time period. ( Cong. Rec. S3153, March 17, 
1997) . 

To the degree the Chairman's letters are open to an interpretation 
that would imply the possibility that they have been requested by 
the Administration to bolster its efforts to deny information to the 
Congress and thereby the public, at issue would be a collusive 
effort by the Majority party in the Congress to aid and abet the 
Executive branch in its concerted effort to deny disclosure of 
information related to legitimate Congressional oversight. 

In this regard, a letter recently copied to Rep. William Clinger, 
Ranking Member of the Government Operations Committee, evidences a 
comparable approach in another committee of Congress (Tab B) • 

It is the Minority's position that Executive branch witnesses must 
address their obligations to respond to legitimate oversight 
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requests and legitimate inquiries on the subject of hearings as 
required by the lav and the Constitution, not in conjunction with 
any arbitrary desire of a Chairman to deny discussion on a subject 
the Executive branch would rather not forthcomingly address. The 
Minority party, has a baseline assumption that officials of the U.S. 
government will comply with the lav and, when appearing before a 
committee of Congress, abide by the Code of Government Ethics for 
Federal employees to "Uphold the Constitution, laws, and regulations 
of the United States and all governments therein and never be party 
to their evasion. " (Pub. L. No. 96-303, July 3, 1980, 94 Stat. 855) 

The constitutionally-derived obligation of oversight cannot be 
short-circuited at the whim of the Congressional majority. It is 
just as much the duty of the minority party, as the majority. 

Indeed, in real life circumstance as evidenced in this particular 
incident, oversight may in practice imply a greater obligation on 
the party out of power than the party in control of the Executive 
branch. 

Hodding Carter, the distinguished journalist from Mississippi, 
recently noted that Southerners of virtually all philosophical 
stripes recognized a little or a lot of truth in certain Northern 
concerns about discrimination that existed in the South in the 
heyday of civil rights activism. But with understandable resentment 
all felt that Northerners had a duty to look a little more 
assiduously in their own backyards. In this probe of Whitewater, I 
believe an outsider might conclude that the single party 
concentration of political power in Arkansas may be in need of 
review that the shadow of Lyndon Johnson and Huey Long may have been 
cast to greatly on a former governor ship. But as a Northerner, I 
am obligated to note that my primary responsibility is my backyard, 
in this case the body to which I am elected to serve. While I 
believe it would be unfair to suggest that one of America's great 
political parties is more honest than the other, I believe the 
concerted effort to avoid accountability and full disclosure in the 
Whitewater incident, and the unfortunate institutional precedents in 
process of being established, reflect attitudes more associated with 
single party governance of closed than open societies. Competition 
is the American way. When single party dominance is long and deep, 
arrogance associated with power creeps incontestably into the 
system. Whitewater, in the end, may tell more about Congress than 
the Executive branch. 

In this context, the Minority raised concerns about the manner in 
which the RTC Oversight hearing scheduled this week might have been 
conducted. Nevertheless, the Minority was disappointed the hearing 
was abruptly postponed. 

Postponement of the hearing by the Majority raises, above anything 
else, the issue of compliance with the law. Compliance with the law 
is not a matter of convenience or discretion. The Majority party 
has no prerogative to avoid capriciously its legal obligations. 
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Hearings mandated by statute were to have occurred by December 3, 
1993. It is a statutory obligation of the Majority in the 
Legislative Branch to conduct on a timely basis RTC oversight; it is 
the statutory obligation of the Executive to cooperate with Congress 
and comply with its legal responsibilities. 

The negotiations this week between leaders of the House which led to 
the passage of a bipartisan resolution expressing the sense of the 
House as to the need to hold bipartisan hearings are promising. The 
subsequent statements by the Speaker that these discussions were of 
the "possibility of hearings, not a concession that hearings are not 
necessarily going to take place," is disappointing. The Majority 
has an obligation to ensure that the decision to postpone 
indefinitely RTC hearings does not amount to yet another example of 
Congress not applying the law to itself. 

With regard to a possible hearing, let me stress the Minority has 
offered to cooperate fully with the Special Counsel. We have 
transferred substantial information to his office. We have given 
him our proposed witness list and offered to support a delay in the 
day of hearings provided under House rules to the Minority to allow 
him a chance to depose witnesses first. For his part, the Special 
Counsel, in a meeting on March 17, 1994, with the Minority, said 
that he would not impede in any manner Executive Branch testimony 
and that he would not stand in the way of an RTC oversight hearing. 
Mr. Fiske also stated that he did not object to the disclosure of 
copies of documents to Congress, other than White House documents. 
The existence of a Special Counsel appointed in the Madison case 
cannot be used as a rationale to avoid providing RTC oversight 
information to Congress. 

Congress and prosecuting attorneys have differentiated roles, but 
they are by no means incompatible. In fact, they are generally 
complementary. Indeed, in the Banking Committee hearings over the 
past decade on institutions such as Lincoln (Charles Keating) and 
Silverado (Neil Bush) the Justice Department had tandem 
investigations underway. Hearings almost always reveal knowledge 
and perspective that is helpful to prosecutors. It was, after all. 
Senator Ervin's committee that revealed the existence of the 
Watergate tapes and it was the recent Senate hearing that revealed 
improper contacts between Executive Branch agencies and the White 
House. The major recent exception where a prosecutor was undercut 
by Congress involved excessive zeal to embarrass Presidents Reagan 
and Bush that caused a committee to offer immunity to certain 
witnesses in the Iran Contra probe. But the more general proposition 
is that constraining a Congressional inquiry has the effect of 
reducing knowledge, thus reducing prosecutorial discretion. 

Mr. Speaker, in a country in which process is our most important 
product, it is the belief of this Member that the precedents 
established in this investigation are more important than the 
investigation itself. Nevertheless, I come to the floor this 
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afternoon to present to the attention of the House and the American 
people some findings, with supporting documentation ^ the Minority, 
has uncovered in its ongoing investigation of the Whitevater/Madison 
affair. 

Accordingly, I would like to review in both a perspective and 
information dispensing sense the Madison/ Whitewater issue and divide 
the remainder of my discussion in two categories: what happened and 

how the Administration has responded. 

On the landscape of political scandals Whitewater may be a bump, but 
it speaks mountains about me-generation public ethics as well as 
single party control of certain states and the U.S. Congress. 

In a nutshell, Whitewater is about the arrogance of power — 
Machiavellian machinations of single-party government. It all began 
in the late 1970s when a budding S&L owner named James McDougal 
formed a 50-50 real estate venture with a young politician, the then 
Attorney General of Arkansas Bill Clinton. In this venture called 
Whitewater, the S&L owner and S&L affiliated entities provided 
virtually all, perhaps all, the money; the governor- in-the-making 
provided his name. 

Over the years, the company received infusions of cash from the S&L 
as well as from a small business investment corporation which 
diverted, allegedly at the Governor's request, federally-guaranteed 
funds from a program designed for socially and economically 
disadvantaged people to the Governor's partners and thence, in part, 
to Whitewater. 

Some of these funds were used to pay off personal and campaign 
liabilities of the Governor; some to purchase a tract of land from a 
company to which the state had just given a significant tax break. 
Whitewater records have apparently been largely lost. A review of 
the numerous land transactions, however, raises questions of what 
happened to the money that came into the company and a review of the 
President's tax records raises questions about tax deductions that 
were taken and income that may not have been declared. 

Under the governorship of Bill Clinton, Jim McDougal was named a 
Gubernatorial aide to serve principally as liaison to the Economic 
Development, Commerce, and Highway and Transportation Departments; 
the first lady of Arkansas was hired to represent the S&L before 
state regulators; the president of the S&L was placed on the state 
S&L commission; an attorney who represented the S&L was named the 
state S&L regulator; the S&L received rent from state agencies; 
Whitewater had roads constructed using a state agency program and 
state funds; and the S&L was allowed to operate, despite being 
insolvent for an extended period, providing millions in loans and 
investment dollars to insiders and the Arkansas political 
establishment. 
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Under the governorship of Bill Clinton, the S&L was allowed to grow 
25-fold until federal regulators forced its closing, at which time 
taxpayers picked up the tab for losses that amounted to 
approximately 50 percent of the institution's deposit base. 

Under the Governorship of Bill Clinton, the total number of state 
chartered savings associations declined dramatically. Over the 
period December 1979 to December 1992, the number of stock state 
chartered thrifts in Arkansas declined from thirty-three, with 
assets of $961,002,000 to three, with assets of $146,072,000. 

Viewed another way, the amount of assets available to support home 
mortgage lending for the people of Arkansas declined. 

The story of Whitewater is thus part and parcel the story of the 
greatest domestic policy mistake of the century — the quarter 
trillion dollar S&L debacle. It is the story of a company which in 
one sense was a simple real estate development venture, but in 
another was a vehicle used to spirit federally insured deposits from 
an S&L and compromise a significant political figure. 

In the largest series of bank robberies in history, which 
precipitated an industry bailout larger than the taxpayers provided 
Lockheed, Chrysler and New York City times a factor of ten, it is 
fair to ask: "What happened? Who is responsible?" 

An answer to these inquiries requires an understanding that those 
accountable are not only a few negligent and corrupt S&L owners, but 
attorneys, accountants, state and federal legislators, regulators 
and assorted public officials. As wide-ranging as the 
responsibility is, however, it is a mistake to be so glassy-eyed as 
not to seek lessons for the future through a demand for individual 
accountability for breaches of law and ethics in the past. 

Macro-economics aside, public responsibility for the S&L debacle is 
of a tripod nature, involving: 1) the conflict-ridden role of 
Congress in passing loose laws; 2) the ideological mistake of the 
Reagan Administration in urging deregulation in an industry which 
requires responsible standards; and 3) the culpability of a small 
number of state governments, such as in California, Texas, Louisiana 
and Arkansas, which failed to rein in high flying state-chartered, 
state regulated institutions, which because of the federal nature of 
deposit insurance, precipitated a massive transfer of wealth from 
states with responsible governments to those without. 

In Arkansas it is impressive how the federal government was 
obligated to close more than 80 percent of state-chartered S&Ls in 
the 1980s and how large taxpayer losses were in relation to the 
state's S&L deposit base. The failure of the Clinton Administration 
in Little Rock to fulfill its responsibility to police state 
financial institutions had the effect of increasing tax burdens on 
citizens of Arkansas as well as other states. 
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While taxpayers at the national level were forced to pick up the tab 
for the mistakes of politicians in whose elections they could not 
vote, citizens in states like Arkansas were doubly shortchanged. 

Not only did they have to share in eventual bail out costs, but when 
their home based financial institutions frittered away the hard 
earned deposit savings of their state to insiders, fewer resources 
were made available to potential home owners and minority 
entrepreneurs . 

What the Keating-5 scandal was all about was the attempt of an S&L 
owner to compromise through political contributions significant 
political players, in this case five senators, to influence 
regulators to keep an insolvent, corruptly-run, institution from 
being closed. What makes Governor Clinton's involvement with a 
company which helped breach the vaults of an Arkansas S&L 
philosophically at least equal to, but in reality more troubling 
than the Keating model is that not only did the institution's 
management organize conflict-ridden fund raising endeavors for the 
key politician in the state, but through Whitewater it put the 
Governor in a compromising personal finance position as well. 

What is extraordinary is the hypocrisy of the circumstance. The 
following 1991 announcement statement of Governor Clinton speaks for 
itself: 

"For twelve years of this Reagan-Bush era, the Republicans have 
let S&L crooks and self-serving CEO's try to build an economy 
out of paper and perks instead of people and products. They 
stack the deck in favor of their friends at the top and tell 
everybody else to wait for whatever trickles down." 

Despite the rhetoric it is remarkable how time after time in the 
1980s, alleged defenders of the little guy in American politics 
found themselves advancing the interests of a small number of owners 
of financial institutions which were run as private piggy banks for 
insiders. The intertwining of greed and ambition turned democratic 
values upside down. 

In our kind of democracy ends simply don't justify means. Just as a 
conservative, who may despise government, has no ethical right not 
to pay taxes, a liberal has no ethical basis to put the public's 
money in his own or his campaign's pocket just because he may have 
the arrogance to believe he is advancing a political creed that is 
in the public's interest. 

Why does all this matter? 

Here, it would perhaps be appropriate to paraphrase the great 
Illinois Senator, Ev Dirksen: a few thousand here and a few 

thousand there and pretty soon it adds up to a real scandal. Put 
another way, an ethical lapse here and an ethical lapse there and 
pretty soon it adds up to a character deficit. 
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I have never known anyone in public life better able to put 
embarrassing episodes behind him than Bill Clinton. Accordingly, I 
couldn't have been more surprised by the discombobulation of the 
Administration at the minority's restrained request last November 
for hearings and full disclosure. 

As in most serious public scandals, cover-ups can prove as troubling 
as acts at their source. 

Much press attention has centered in recent weeks on the revelations 
of improper contact between employees of independent federal 
agencies and the White House. The question of whether a "heads up" 
was appropriate is of significance. More so, is whether the line 
between a "heads up" and "cover-up" was crossed. 

By background, for several years a group of criminal investigators 
for the RTC in Kansas City reviewed the failure of Madison Guaranty 
Savings and Loan in Little Rock and came to the conclusion criminal 
referrals were appropriate. In the last week of September 1993, 
they sent copies of their referrals to Washington. Within a few 
days of receipt of the referrals from the Kansas City office, RTC 
Washington officials visited the White House. Within a few weeks, 
in an unprecedented change of procedure, Washington demanded to 
review all Madison referrals. Within a few months, a senior Kansas 
City criminal investigator was removed from the case. Within a few 
more months, officials from RTC Washington visited Kansas City to 
pass on the determined message that senior RTC officials in 
Washington wanted it understood that they wished to claim Whitewater 
was not responsible for any losses at Madison. 

Courageously, Kansas City investigators refused to allow Washington 
RTC objections to change the content of the referrals they sent in 
the second week of October 1993 to the Justice Department. 

Courageously, Kansas City investigators refused to back the 
Washington position that Madison's losses were unrelated to 
Whitewater and pointed out to their superiors that in one intensely 
reviewed six month period alone approximately $70,000 was 
transferred from Madison and Madison affiliated companies to 
Whitewater. 

Courageously, Kansas city investigators have sought whistleblower 
protection rather than comply with the Washington RTC gag order that 
no one from Kansas City could speak with Special Counsel Fiske 
without clearance through and accompaniment of Washington RTC 
officials. 

The briefing of the White House by high ranking Department of 
Treasury and RTC employees must be understood in the context of the 
development and transmittal to the Justice Department of these 
referrals and in the context of the possibility Kansas City was in 
the process of developing further referrals. 
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There are many elements of the Whitewater affair that are a bit 
esoteric. But the revelations that U. S. government officials 
briefed key White House aides on potential legal actions which 
independent regulatory agencies might be obligated to take 
implicating but not charging the President and First Lady subvert 
one of the fundamental premises of American democracy — that this 
is a country of laws and not men. 

In America no individual, whatever his or her rank, is privileged in 
the eyes of the law. No public official has the right to influence 
possible legal actions against him or herself. For this reason 
agencies of the government as well as the White House have precise 
rules that govern their employees. 

The following standards (31 CFR §0.735-30) apply to the Department 
of Treasury: 

"An employee should avoid any action ... which might result in, 
or create the appearance of ... 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official channels; 
or 

(6) Affecting adversely the confidence of the public in the 
integrity of the Government." 

Similarly, the following standards contained in 12 CFR § 1605.7 
apply to RTC employees: 

"No employees shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; • .. 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Likewise, the following standards apply to the White House (3 CFR 
§100.735-4) : 

"In all circumstances employees shall conduct themselves so as 
to exemplify the highest standards of integrity. An employee 
shall avoid any action, whether or not specifically prohibited 
by this subpart, which might result in, or create the 
appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 
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channels; or 

(6) Affecting adversely the confidence of the public in 
the integrity of the Government • N 


Perhaps laws have not been broken, but seldom have the public and 
private ethics of professionals in the White House and Executive 
Departments and branch agencies been so thoroughly devalued. 

The point of all this is that there is a disjunction in this 
Administration between public policy and private ethics. Americans 
abhor privilege; hypocrisy gnaws at the American soul; it leaves a 
dispiriting residue of resentment. 

What is also extraordinary is the absence of simple truth. 


Administration Claim: 
Pact: 


Administration claim: 
Pact: 


Whitewater caused no losses to Madison. 

As reflected in the minority-developed 
charts and evidenced by ‘supporting 
documentation, Madison and affiliated 
companies transferred significant resources 
to Whitewater. In addition to being a 
modest sized real estate company, with a 
cash flow derived from land sales, 
Whitewater appears to be one of a dozen so 
companies with direct or indirect access to 
Madison and its taxpayer guaranteed 
deposits. 

The Clintons lost money in Whitewater. 

To have lost money in Whitewater implies 
that the Clintons invested sums which were 
unrecovered. Their Whitewater partner, 

James McDougal, claims at most the Clintons 
over the years put in $13,500 in 
Whitewater. The Minority has provided 
evidence that one land transaction alone 
returned more than this amount to the 
Clintons and published reports indicate tax 
deductions of some value were taken. The 
Lyons report, as well as a review of land 
sales, indicates substantial sums were 
taken out of Whitewater over the years. It 
is not clear how disbursements were 
arranged. What is clear is that infusions 
of capital from land sales, from Madison 
affiliated entities and possibly from 
others appear to have covered loans the 
company and the Clintons took out. The 
company may have had a negative value when 
the Clintons sold their half interest in 
1992, but that neither means the Clintons 
themselves lost money, nor that questions 
ought not be asked about how direct or 
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Administration claim: 
Fact: 

Administration claim: 
Fact: 


Fact: 

Fact: 


Fact: 


Fact: 


contingent liabilities may have been 
disposed of as late as 199,2 ♦ 

The President and his staff would fully 
cooperate with Congress. 

The Executive branch is actively working to 
prevent full disclosure of documents and 
committee access to witnesses. 

It has done nothing wrong in relation to 
the RTC investigation into the failure of 
Madison and is fully cooperating with 
Special Counsel Fiske's probe. 

Officials of an independent regulatory 
agency (the RTC) immediately notified the 
White House of the probe of Madison by its 
Kansas City office and attempted to put in 
place procedural techniques to undercut the 
traditional independence of its regional 
offices. 

In January, 1994. RTC Washington met with 
Kansas City staff. After the meeting the 
Kansas City office filed a formal complaint 
with Washington RTC. 

On February 2, 1994, the day Roger Altman 
briefed the White House on Madison 
Guaranty, RTC Senior Attorney, April 
Breslaw visited the Kansas City office and 
said that Washington would like to say that 
Whitewater caused no losses to Madison. 
Kansas City employees protested that this 
was not the case. 

On September 29, 1993, before the new 
criminal referrals were sent to the Justice 
Department, Treasury General Counsel Jean 
Hanson briefed White House Counsel on them. 
Nine days after the meeting, the referrals 
were sent to the Justice Department. On 
October 14, Jean Hanson with Secretary 
Bentsen's Press Secretary and Chief of 
Staff met with Presidential Advisors 
ostensibly to discuss press inquiries 
related to Madison Guaranty. 

On February 2, right after the appointment 
of Special Counsel Robert Fiske, Roger 
Altman gave the White House a "heads up" 
briefing on Madison. At the Senate 
Oversight Board hearing, Roger Altman 
revealed his February 2 meeting, but no 
others. Several days later, the September 
and October White House briefings were 
revealed. On March 9, the Washington Post 
reported that there were numerous other 
contacts between the Treasury and the White 
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House on Madison. After subpoenas are 
issued it is revealed that there are over 
3,500 pages of documentation surrounding 
these contacts which the White House terms 
as inconsequential. 

Fact: After the appointment of Special Counsel 

Fiske, Washington RTC officials imposed 
censorship guidelines on Kansas City RTC 
employees. No discussion with Fiske could 
be made without going through Washington. 

No meetings between Kansas City office and 
Fiske could take place without 
accompaniment of Washington officials. No 
materials could be forwarded without going 
through Washington. All information 
concerning attorney-client privilege was to 
be redacted, with Washington RTC 
determining the scope. 

Administration Claim: No fundraising improprieties occurred. 

Fact: On April 4, 1985, Jim McDougal hosted a 

fundraiser for Governor Clinton. The 
Clinton's repeatedly asked McDougal to host 
the fundraiser to pay off the $50,000 
personal loan that Clinton had taken out in 
the final weeks of his 1984 campaign. The 
question at issue is whether some of the 
money appears to have been diverted from 
Madison Guaranty, which would then, with 
the failure of Madison, imply deferred 
federal financing of a gubernatorial 
election. For example, one cashier's check 
for $3,000 was made in the name of Charles 
Peacook III, then a 24-year-old college 
student who disclaims any knowledge of 
having made a contribution. Mr. Peacock's 
father was a major Madison borrower and 
served at one time on Madison's board. 

Other checks that the RTC is reviewing 
include a $3,000 check from the late Dean 
Landrum, an employee of Charles Peacock, 
and one from Susan McDougal. In the former 
Governor's defense, candidates are not 
always in a position to verify their 
campaign contributions. 

Mr. Speaker, the President's former partner, Jim McDougal in a 
number of occasions has contested the assertion that no resources 
were taken from Madison Guaranty and its related entities and given 
to Whitewater. In an AP story on February 4, 1994 and on the David 
Brinkley Show on March 13, 1994 he specifically raised concerns that 
Madison Marketing was not owned by Madison Guaranty, but was instead 
a sole proprietorship owned by his former wife. He has cited 
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documents filed with the Arkansas Secretary of State's office to 
buttress his claim. 

Mr. McDougal apparently believes there are subtleties about the 
nature of Madison Marketing that need clarification. Mr. McDougal 
gives great credence to the circumstance that at some point Madison 
Marketing may have been operating as an intended proprietorship of 
his wife, but, whether this is true, this appears to be a 
distinction without a difference, form over substance. The 
overwhelming perspective as contained in the 1986 Federal Home Loan 
Bank Board Report of Examination is that all Madison Marketing 
resources were derived from Madison Guaranty or its subsidiaries. 

Any money transferred to Whitewater from Madison Marketing would 
thus have had as its source the S&L. The 1986 FHLBB exam, upon 
which the earlier staff memo on this subject was based, states: 

n a. Qbjcctig Mbl g-C-QafUgtg-gf Int er es t 

Conflicts of interest involving James McDougal, Susan McDougal, 
and William Henley have been detrimental to the safety and 
soundness of the Institution. These individuals are in control 
of the Institution (Madison Guaranty) through their stock 
ownership. James McDougal owns 63.5% of the outstanding 
Madison shares. His wife, Susan McDougal, owns 12.6%, and her 
brother, William Henley owns 8.5%. In addition to his 
ownership control, Mr. McDougal, as President of the 
Institution's subsidiary (Madison Financial), has complete 
control of the land development projects discussed in comment 

B. This control enabled Mr. McDougal to structure the 
development and financing of the projects so that substantial 
cash payments could be diverted to himself, Susan McDougal, 
William Henley and others. These payments have directly 
benefited these individuals, but Madison Guaranty has received 
little or nothing in return. Though they have been structured 
to avoid specific Insurance Regulations, these payments are 
contrary to the general policy of the FHLBB concerning 
conflicts of interest as stated in Insurance Regulation 571.9 
and FHLBB Memorandum R-19a. 

Many of these payments have been funneled through business 
entities which are owned or controlled by the McDougals, 
employees, relatives of employees, or close friends of the 
McDougals and Henley. . • • 

2. Madiaan , Marketing 

Madison Marketing is paid for doing all the general advertising 
for Madison Guaranty and most of the advertising for Madison 
Financial's land development projects. All of Madison 
Marketing's business is derived from Madison Guaranty or its 
subsidiaries. Since 1983 these payments total $1,532,000. . • 
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Given the evidence of Madison Marketing's invoices, it is 
questionable how much of these advertising services are 
actually performed by the firm. The actual work of 
advertising, such as the design and production of commercials 
and providing air time or newspaper space, appears to be 
performed by others. Madison Marketing apparently just pays 
the bills of other providers and adds a 15% fee of its own. 
Examiners estimated this fee to be approximately $200,000 since 
1983. It would appear that Madison Guaranty could have an 
employee perform similar work for much less money. 

Mr. Latham stated that Madison Marketing made no payments to 
any stockholders. This statement is false. As a part of a 
test for such payments, the examiners discovered two 
remittances from Madison Marketing to Susan McDougal which 
total $50,000. This was a test, and there may be additional 
payments . " 

Mr. McDougal apparently believes Madison Marketing should be 
understood simply as a sole proprietorship of his wife with no ties 
to the S&L. This view is in discordance with that of the United 
States Government, as indicated by the FHLBB report cited above; it 
is also in discordance with a contemporaneous view of the legal 
situation as defined and described by Mr. McDougal in a July 1, 1986 
memorandum from him to Madison Guaranty's President, Mr. John 
Latham. In this memorandum, which is a copy of an original Madison 
document in the possession of the RTC and the minority of the House 
Banking Committee, Mr. McDougal asserts: 

In late January, 1985, Mrs. McDougal permitted Madison 
Marketing to become a subsidiary of Madison Financial 
Corporation. 

In addition, Mr. Jeff Gerth of The New York Times has reported on 
March 8, 1992, an earlier instance in which Madison Marketing 
transferred resources to Whitewater. Mr. Gerth reported: 

Whitewater's check ledger shows that Whitewater's account at 
Madison was overdrawn in 1984, when the corporation was making 
payments on the Clinton's loan. Money was deposited to make up 
the shortage from Madison Marketing, an affiliate of the 
savings and loan that derived its revenues from the 
institution, records also show. 

In addition, David Hale and his attorney Randy Coleman have asserted 
in recent days that it was proceeds of an $825,000 Madison loan that 
was used to leverage SBA funds and to make the $300,000 loan to 
Susan McDougal, of which $110,000 was deposited to Whitewater. 

This evidentiary material coupled with the April 17, 1985 Minutes of 
Madison Financial's board authorizing a transfer of $30,000 from 
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Madison Financial to Whitewater, the memo of L. Jean Levis of the 
Kansas City RTC office showing over a six month period reviewed that 
approximately $70,000 was transferred from Madison or affiliated 
entities to Whitewater, plus other more confidential RTC material in 
our possession indicates there is every credible reason to believe 
that Madison Guaranty through affiliated entities did transfer money 
to Whitewater. 

Furthermore, records filed with the Arkansas Secretary of State's 
office show that Mr. McDougal, as president of Madison Financial 
Corporation (a subsidiary of Madison Guaranty) on July 26, 1986 
filed an application for registration of fictitious name. The 
application was for Madison Financial to do business as "Madison 
Marketing." This document does not represent incorporation papers. 
This application appears to be in response to the 1986 Federal Home 
Loan Bank exam which noted that with regard to Madison Marketing and 
Madison Real Estate, Madison Financial had "not registered as a 
'd/b/a' in the County records." 

The effect of this statement with its supporting documentation is to 
evidence that: 

1) Whitewater may have begun as a legitimate real estate 
venture but it came to be used to skim, directly or indirectly, 
federally insured deposits from an S&L and a Small Business 
Investment Corporation. When each failed, the U.S. taxpayer became 
obligated to pick up the tab; 

2) The family of the former Governor of Arkansas received value 
from Whitewater in excess of resources invested; 

3) Taxpayer guaranteed funds were in all likelihood used to 
benefit the campaign of a former governor; 

4) The independence of the U.S. Government's regulatory system 
has been flagrantly violated in an effort to protect a single 
American citizen; 

5) Congress and the Executive are employing closed society 
techniques to resist full disclosure of an embarrassing 
circumstance, with unfortunate precedent setting ramifications. 

Last month a BBC reporter asked me if we Americans weren't making 
too much of this scandal. He raised a fair question. Compared with 
petty potentates around the world, who routinely walk off with 
millions and in some cases billions, conflicts of interest in 
American politics are of petty variety. In this case, however, we 
have a situation where a multi-thousand dollar conflict of interest 
led to a multi-million dollar hit on the taxpayer. That is the 
meaning to the failure of Madison Guaranty. That is also the 
meaning of the Small Business Investment Corporation called Capitol* 

It is simply not appropriate to shrug it off and say that this is 
the way things are done in small states. They aren't in Nebraska, 
South Dakota, or Iowa. It is simply not appropriate to say it isn't 
a federal issue. It is. the U.S. taxpayer has lost millions; home 
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owners in Arkansas have lost institutions that were established to 
serve their needs; minorities throughout the country cannot lightly 
shrug off yet another instance in which a program designed to give 
them a crack at the American dream was redirected to serve the 
investment ego a state political establishment. 

It is suggested by the Majority that we have better things to do 
around here. There again is some truth to this. The minority also 
wants to get on with the business of health care, welfare reform, 
crime legislation. Indeed, we pledge to be constructive and are not 
blocking any Congressional consideration of these issues. But, in a 
larger sense, it should be understood that these "we have better 
things to do" laments suggest that ethics, governmental integrity, 
and the possible misuse of the public's money should be secondary 
considerations — something to worry about only when we have time. 

In a democratic system, built and maintained on the confidence of 
the people, placing such considerations last on the list of 
priorities is a highly dubious game. Nothing works over the long 
haul if the public loses confidence in its governmental institutions 
and the people who operate those institutions. The task of keeping 
the people's confidence may not be pretty or pleasant, but it is a 
first priority in our system — not a last priority as all too many 
are suggesting today. 

Whitewater is less about the issues of the day than it is the ethics 
of our time. It is a central issue not because it is big, but 
precisely because it is small. 

The way we in America keep our scandals from becoming too big is by 
holding people accountable when the amounts of money at issue are 
relatively small. It is the principles at issue, not the dollar 
amounts that matter. 

In conclusion, let me stress that the most difficult issue to deal 
with is the question of proportionality. When the Minority made its 
restrained request for hearings last November I suggested that while 
there was fire with the smoke, Whitewater appeared to be more a camp 
than forest fire. I now believe the fire has spread to the grass 
and is heading to the trees but that it is still not too late to put 
it out with full disclosure and full accountability. In this 
regard, I suggested in a December Washington Post editorial that 
when breaches of law or public ethics occur, options often exist as 
to whether civil or criminal remedies are appropriate. I 
presumptuously concluded then and maintain now that there is no 
reason not to proceed with civil accountability in a civil way. The 
last thing this country needs is a year long trial or travail for 
the President of the United States. It would divide the country and 
be unfair to the public as well as the President. 

Accordingly, I have pledged to the President's Counsel as well as to 
the Special Counsel that I will do my best to put the issue behind 
once disclosure is provided. Accountability is in order; a 
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Constitutional crisis is not. The Presidency should neither be 
jeopardized nor debilitated * Rather than high crimes and 
misdemeanors, the issue today relates to high improprieties and 
breaches of the public trust. 
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ADDITIONAL SUPPORTING 
DOCUMENTATION 
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STATEMENT 07 TSS HONORABLE JAMES X. L1XCX 
INDIE 07 SUPPORTING DOCUMENTS 1 
MADISON GUARANTY SAVINGS AND LOAN 
KARCa 24# 1994 


1. Notts of Conversation bstvssn L. Jsan Levis and April Breslav, 
February 2 f 1994. "(T)he 'head people', vould like to be able 
to say that Whitevater did not cause a loss to Madison, but 
the problem is that so far no one has been able to say that to 
then." Describes losses to Madison caused by Whitevater. 

2 . Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Whitevater Development." 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name — "Madison Marketing" 
(July 25, 1986). 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation vith AUSA Bob Roddey's office re: Madison 

Guaranty Savings rafarral. 

8. RTC Internal Memorandum, May 19, 1993. Additional 
conversation vith Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 

Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison matter forvarded to 

Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations.” 

10. RTC-KC E-Mail, May 26, 1993. Follov-up call from Donna 

Henneman (DOJ). RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and vas highly 
prosecutable." Henneman vas groving increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had come in, and couldn't understand vhy she vas 


1 Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 
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having such a hard tins tracking vhara tha rafarral and 

exhibits had gona. 

11. RTC-KC E-Kail, Juna 8, 1993. Convarsation with Donna Hannaman 
(DOJ) • Madison Rafarral has raappaarad on har dasX. Criminal 
Division has sant mamo to Doug Fraziar (in Dapty Atty General 
Heyman's offica) advising him that thara was "no idantifiabla 
basis for racusal of tha U.S. Attornay in tha Eastarn District 
of Arkansas. ■ Rafarral sant to Fraziar for reviev and final 
dacision. 

12. RTC-KC E-Kail, Juna 23, 1993. Convarsation with Donna 

Hannaman (DOJ). Packaga raturnad from Fraziar. Fraziar 

appointad U.S. Attornay in Florida. 

13. RTC-KC E-Mail, Juna 23, 1993. Furthar Convarsation vith Donna 
Hannaman (DOJ) • Spoka vith Doug Fraziajr. Dacision mada to 
raturn tha rafarral back to tha Arkansas U.S. Attornay. No 
basis for racusal. 

14. RTC-KC E-Mail, Juna 29, 1993. Source indicatas Madison 

rafarral has baan raturnad to Littla Rock. Acting U.S. 
Attornay will not act on rafarral. It is baing hald until 
U.S. Attornay dasignaa Paula Casay takas offica. 

15. RTC-KC E-Mail, Saptambar 23, 1993. Convarsation vith Donna 
Hannaman (DOJ) • Washington DOJ vould lika to ba copiad on all 
futura transmittal lattars concarning Madison rafarrals vith 
an additional ona paragraph summary of tha contant of tha 
rafarrals vith tha transmittal lattars, so that Hannaman vill 
ba avara of thosa vith "sensitivity issues." 

16. RTC-KC E-Mail, Saptambar 29, 1993. Convarsation vith Donna 
Hannaman (DOJ) • DOJ vould lika copias of all futura Madison 
rafarrals sant to Washington in addition to sanding to U.S. 
Attornay in Littla Rock. Hannaman vill confirm this in 
vriting. 

17. RTC-KC E-Mail, Saptambar 29, 1993. Convarsation vith Donna 
Hannaman (DOJ) • Washington DOJ vithdraving raquast for 
rafarrals to ba sant diractly to Washington, but vould still 
lika copias of transmittal lattars vith addandum summary 

. paragraph. 

18. RTC-KC E-Mail, Octobar 26, 1993. Convarsation vith FDIC- 

Mamphis concarning Exam Reports. 

19. RTC-KC E-Mail, Octobar 27, 1993. Convarsation vith Donna 

Hannaman (DOJ) • Inquiry on vhether declination latter had 
arrived from Littla Rock U.S. Attorney. 

20. Latter of Octobar 27, 1993 from Paula J. Casay (U.S. Attorney) 
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to L. Joan Lewis (RTC) . Declination letter on the Madison 
referral. 

21. Letter of November 1. 1993 from L. Jean Lewis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination latter 
and the stipulation fros October 27th letter that the aatter 
was concluded prior to the beginning of Pauls Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence between RTC and DOJ. 

22. RTC-KC E-Mail, Novasber 10, 1993. Notice of new RTC lead 
investigator on Madison. L. Jean Lewis reaoved as lead 
investigator. "The Powers That Be have decided that I's 
better off out of the line of fire ..." 

23. RTC-KC E-Mail, Novasber IS, 1993. Traneaittal of white paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges news article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointnent. 

24. RTC-KC E-Mail, Novasber IS, 1993. Discussion of seating with 
Donald MacKey. "He's cosing here to evaluate us, our work, 
and to try and decide just how good this case is, and how he 
can best deal with a very sensitive political situation." 

25. Letter of December 21, 1993 fros Michael Caron (RTC) to Bill 
Houston (PDZC-Mesphis) . Seeking indorsation on banks involved 
in loan swapping. 

26. RTC-KC E-Mail with attachsent, January 6, 1994. Discussion of 
contact with reporter. 

27. RTC Mesorandus of January 14, ,.1994 fros Jack Ryan to RTC vice 
Presidents and Assistant vice' Presidents. Requiresent that 
the collection and distribution of all inforsation and 
material responsive to requests concerning Madison be 
coordinated through RTC-Mashington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 
review teas. 

29. RTC-KC E-Mail, February 7, 1994. Conversation with Little 
Rock U.S. Attorney's office. "(H)e'd spoken to Jeff Gerrish 
recently, and that Gerrish was 'absolutely astounded' that 
nothing sore was ever done criminally with Madison, beyond the 

: Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response seso fros supervisor stating, 
•FY1. This is way out of line. Z have already contacted woe 
and filed a formal coaplaint. " 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
Jams B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank a Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. "Kathy called yesterday to ask for my 
recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, we are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board." 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.) to Ron Proctor (Citizens Bank). "Z have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forvarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Bach month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment." 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
"I want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock." 

35. Memorandum to John La than from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank 8 Trust.” 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
I need to discuss Securities License. First South has one on 
by its Service Corporation." 

37. Memorandum to John La than from Jim McDougal, July 11, 1985. 
"X need to know everything you have pending before the 
Securities commission as Z intend to get with Hillary Clinton 
within the next few days." 
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Not** frcm th* conversation between RTC Senior Criminal Investigator L Jean 

L*wit and FOIC Attornty April 3reslaw on February 2, 1994, from approximately 

3 : SO p.m. until 4:35 p.m. v y 

• April stat*d that -the people at th* top- k**p getting asked about 
Whit*wat*r, which seems to have become a catch all phrase for Madison and 
it’s related investigation*. She said that eventually -this group- is 
going to have to make a statement about whether or not Whitewater caused 
a loss to Madison, but the fact t^At Whitewater had no loan at Madison 
provided less potential for a loss: April stated very clearly that Ryan 
and Xulka (?), the -head people*/ would like to be able to say that 
Whitewater did not cause a lose to Madison, but the problem la that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an -honest answer-, but that there were certain answers 
that they would be "happier about, because it would get them off the 
hook." A 

• April felt that it would have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of th* account, and made a reference to the end resulting netting 
itself out. She asked about Greg Young's work papers on the Maple Creek 
Farms reserve for development analysis, and how it didn't seem to have any 
apparent tie to Whitewater. I concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 

• She inquired about the $30,000 check to Jim HeOougal from Whitewater in 
5/85. and about th* disposition of th* funds. I explained the transaction 
as I know it: the $30,000 had been converted to a HGStL cashier's check, 
which was subsequently endorsed by ■■■■■■■and deposited to Riggs 
National Bank. t explained that when the check was fore* paid, the 
Whitewater account was overdrawn by over $28,000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
HeOougal, deposited directly to wniteweter on McOougal'S orders. 

• She asked how w* could get to a clear cut answer as to whether or not 
Whitewater caused a loss to Madison. X stated that, as far as X am 
concerned, there is a clear cut loss. X also stated that any attempt to 
extract Whitewater as one entity from the rest of the HeOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that X would produce the answers that were 
available, but that X would not facilitate providing -the people at the 
top- with th* -politically correct answers just to get them off the hook-. 

• She. asked questions about the specifics of the checks going through the 
Whitewater account. X stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make loan payments. X also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would eaeily 
exceed $100,000, given that $70,000 had gone out of the account during the 
six month window time frame. X further added that the end loss result from 
the entire scam, using all 12 companies/entities, would be hundreds of 
thousands of dollars in what were essentially unauthorised loans. 

• X stated that if she wanted me to tell her, unequivocally, that Whitewater 
didn't cause a loss, X could not do that. Z could only reiterate the 
allegations contained in the referral, which are baaed on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorised loans that HeOougal 
made, through the check kite, to entitles in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the same business partners that knew they had real 
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•state ventures that were not cash flowing, but that also knew their 
mortgages and/or notes were somehow being paid. X pointed out that these 
business partners arc intelligent individuals, the majority of them being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. X posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and you also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? would you Just assume 
thet your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an sii, wee in serious 
financial difficulty, which by 198$ was fairly common knowledge? 

We discussed the initiation of the MGSL investigation, and how evidence of 
the check kite came to light. X explained that after reviewing a series 
of checks, all of which noted "loan" in the memo field, X discerned a 
pattern that looked like a check kite, and proceeded to trace funds 
through the various accounts, which is a standard - investigations 
procedures. The end result was the referral alleging a massive check 
kite. X also advised April that X had been told by both the U.S. 
Attorney's office (Mae Oodson), and the FBX (Steve Irons) that this was a 
highly prosecutable ease of check kiting. I also told her that I disputed 
the declination of that referral on the basis of "insufficient 
information". She commented that "that's what Grand Juries are for", and 
X pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open a case before they would start Grand Jury 
proceedings. X also noted that X found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17 f 1985 



The Board of Directors of Madison Financial Corporation 
met on April 17 y 1985, at 1:00 p.m. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing* prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 


* 
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State of Arkansas 

OFFICE OF THE SECRETARY OF STATE 


APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


FILED 

JUL 2 5 |9t6 


Jl W.J. "•NT McCusa 
Secretary ol State 
State Capitol 

little Rode. Arkansas 77201 1014 


W. I “Bill” McCUEN 
ucecTAMv or stavc 
t r 


Pursuant to the provisions ol Section 9S ol re Arkansas Business Corporation Act. (Act 576 ol 1965). 
the undersigned corporation hereby applies tor the registration ol the use ol a fictitious name and sub* 
mils herewith the following statement: 


1) The fictitious name under which the business is being, or will be conducted by this corporation is: 

Madison Harhetlrtt : 

2) The character ol the business being or. 'o be conducted, under such fictitious name is: 

adverUalnt and public l a Ilona 

3) a) The corporate name of the applicant 

Madison Financial Cora, 

b) The State of incorporation la: 

Arkansas 

c) The location (giving city and street address) ol the registered office ol the applicant corporation 
in Arkansas is: 

street 212$ First CseataiaL Bulldlnt 

City UUli JteL 

Slate AK 

4) The applicant stales that ilH Is a foreign # orporation that it is admitted to and aulliorized lo do busi- 
ness m me Slate of Arkansas. 

5) The filing tee in the amount ol $10.00 is enclosed. 


Signature: 
Address: - 
SEAL 




Name ol Appftcant Corporation: 
Mritian Bangui Corporation 


<L* m A 2ft 


ol Cot 

» A** 




SIGERT 

t 0 Bos 1583, Little todt, At 72203 


ATTEST: 


V SCCMTAOV 


» 'AUCTIONS: 

prepare this form in duoMcate. send to Secretary of Stale's Office. Slate Caoeel LHtte Aock. Arkansas Oupticate 
copy writ be returned to the corporation and muM be Ned with the County Clerk, (not required in Pulaski County) 
ol tho County m which tho Corporation's regie *red office Is located. 
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3/09/92 Madison Guaranty Ssvings t Com ( m M GSL* ) and if s alleged t its 
eo SPitewater Pevelopment Corporation f ‘VPitewater*; and Bill | Hillary 

3/22/92 Clinton vara reported in a 3/9/92 Mew for* Tina* artieia by Veff 

CertP. HGSL ownar and toard cJJiintifl, Jana* I. McOougal, had been 
previously tried and acguitted on Panic /raud charges in 1/fO. 

fnguiries vgsrding these tiaa emanated /roa both PTC Investigations 
in VesPington# 0.C., and ehe former Oiraetor of ena Tulsa 
Conaelidatad Office. The vasPington inquiry van* through the fames 
City Pegioml Investigations Office to the Tulsa Conaelidatad 
Investigations office, v^o vas responsible for investigating (ailed 
ArkMsss thrifts . IPs question vaa raised aa to whether vPitewater’s 
raiationaAip with HGSL Pad Paan reviewed# and vara there any 
raaulting ioaaaa or potential criminal activity documented. Aa a 
raault of this inquiry, t Pa Tulsa cities criminal iaveatigator 
aaaignad to tPa ArPanaaa tPn/ta vaa ashed to work with tPa civil 
invaatigator in reviewing tPa completed investigative findings to 
data. Ovpr a two wee* pmnod, c Pa criminal invaatigator reviewed all 
cPnft record* oPtamad from tPa inatitution at tPa tiaa of 
conaarvatoraPip wPicP wore scored in tPa Tulsa office. These 
records included tPa available Board ftinuces# commie tea and 
suPaidiary amutaa. fidelity Bond policies* /MU exams from prior 
years# outside audits, iagai correspondence films and various 
iiaited loan films. Vo mention was found of any tfPiteweter 

ralationaPip vitP HGSL. 

2/25/92 During this time frame# Tulsa Investigations lmsrnmd cPac a former 
eo nOJL employee* suPaeguontly rend still; an attorney in tPa 

4/15/92 employment of a Little Poe* law firm handling matmnsivm litigation 
in A rksnsss for t Pa PTC* Pad allegedly fabricated at least two years 
of minutes tor an HGSL subsidiary * Madison financial Corporation 
( m Mf€ m J. The criminal investigator was asAed to review daily 
records created by the former employee# vPo was at tPat time tPa 
executive assistant to former .HGSL president , JoPn LatPam. LatPam 
pled guilty to one charge of bank fraud m I PSP. Copiee of the 
former employee's records had been shipped to Tulsa * vpere it would 
Pe determined if furtPer investigation was appropriate. An 
affirmative decision was reacPed during the first week of 4/92. 
vhile tPia review was being conducted # tPa civil investigator was 
reviewing additional Madison records stored in Little Bock under the 
control of tPa posc-rtcei vrship assuming bank , Central San* i Trust 
( m CM9T m ). These records . wmen Pad nevor Peon inventoried Py eicPer 
HGSL or C Sif# ware stored in a downtown tittle PocA warePouae# and 
included. Put ware not limited to* former officer correspondence , 
legal files# subsidiary land development and investment files* 
microfilm# destand deposit repacking; account records/binders* 
cancelled checks • etc. 

Based on the findings of these concurrent criminal and civil 
investigative reviews# tPa decision was made that Pot* investigators 
should travel to Little Poe* for a more extensive revise of the 
warehoused documents. At tms point* tPa criminal investigation, 
vbicb had been previously scheduled tor late 1992 * was rescPeduled 
to 4/92. 

4/20/92 The investigators conducted an extensive review of tPe warehoused 
to records, and tPe criminal investigator talked with the fBI and 0.3 . 

4/24/92 Attorney's office regarding the 1990 trial of former MG3L owner 

James B. HcDougal . TPe criminal investigator learned that the fBX 
was prsviously aware of the fabricated subsidiary minutes and had 
taken no criminal action. Tulsa Investigations management was 
advised accordingly and that aspect of the review was suspended. 
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Madison Guaranty Savings 6 to an 
Criminal Investigative Chronology 
Page 2 


5/1/92 

CO 


7/13/92 


9/1/92 


to 

9/2/92 


9/3/92 

to 

12/13/92 


12/13/92 

to 


3/14/9 3 


3/13/92 

to 


3/4/93 


The warehoused records reveal od additional Whitewater chocking 
account at atements, rasing further questions about the pay's on 
somo of Whitewater' s checks. a number of documenta belonging co the 
former Chief financial officer of HGSL/HfC were located. Among 
these documents w ere several account ant /ledger worksheets on 
numerous HfC subsidiary land "developments* t all of which were 
heavily subsidised by HGSL. Included in one of the development 
worksheets marked • Maple Creek farms • was an item denoting a S 30,000 
charge to Whitewater for the cost of an engineering surveys this was 
cbo first indication of a relationship between HGSL and/or HfC and 
Whitewater beyond the existence of the Whitewater checking account. 
Original microfilm , along vieb pertinent original documenta from the 
warehouse, were sent back to Tulse for further investigation. 
Research was conducted on twelve HcOougal and/or HcOougal business 
partner controlled accounts, including Whitewater. Check copies were 
produced for a two year period between 4/94 and 4/94t a standard 
investigative procedure when tracing cbo flow of funds. 

During the first week of 3/92, all ruis* Consolidated Office 
employees were advised that the Tulsa o//ico would be permanently 
closing at the end of 7/92 . All Tulsa Investigations records were 
shipped to the Kansas City Office, thus putting the Madison 
investigation on hold . The copy process on the HcOougal and/or 

HcOougal business partner controlled accounts was suspended as well, 
due to equipment and rscords relocation. 

The criminal investigator transferred co the Kansas City office sc 
cbo end of 7/92, resuming the analysis of Madison documents and 
checks. A criminal referral ( 0COOO4 ) was subsequently generated 
alleging a SI. 3 million check kiting scheme between cbo HcOougal 
and/or HcOougal business partners controlled entities, including 
Whitewater. This referral was submitted to the fSZ and O.S. 
Attorney, eastern District of Arkansas on 9/2/92. 

Having submitted the initial roforroi on HGSL. the criminal 
investigator redirected priorities co cbo ongoing investigations 
of three other failed thrifts, which were intensifying. first 
federal Savings, Paragould, Arkansas, which was reaching suspect 
plea negotiations, rirst America Savings, ft. Smith, Arkansas, which 
had been referred from jurisdiction in the western District of 
Arkansas to the Dallas Bank fraud Task force, and Cimmaron federal 
Savings, Muskogee. Oklahoma, for which investigations had received 
an allegation of potential fraud from the managing agent. 
Throughout these investigations, the criminal investigator continued 
to request and monitor a response on HGSL referral 9C0004. 

The O.S. Attorney's office did not offer any standard response to 
the HGSL referral, advising either that a case would bo opened or 
that prosecution would be declined, for three months. In response 
to numerous calls from the criminal investigator during that time. 
the Little Rock fSI Special Agent in Charge sent a letter of 
acknowledgement to the RTC stating that both the fSZ and O.S. 
Attorney had received the referral and exhibits. The investigator 
continued co work on the aforementioned institutions while 
continuing to monitor a potential response on the HGSL referral . 

The criminal investigator initiated a preliminary review of criminal 
activity at Savors Savings, Little Hock, Arkansas, owe of which a 
former borrower had been convicted and sentenced in conjunction vicb 
a failed ftx«i SSL. This review involved extensive interviews with 
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* id non Guaranty Swings 6 Loin 
Cfi.ni/isl Investigative Chronology 
Pigs J 


3/4/93 

to 

3/23/93 


3/31/93 

to 


6/4/93 


6/3/93 

\ eo 

10/9/93 


10/17/93 


11/1/93 

1/24/94 


tho borrower , and s review of his pot sons i and corporsto records 
prior to his sentencing snd incsrcotstion in lsto 4/9 3. Tho 
invootigstor continued to msko verbal requests tor s vriec«n 
tosponso from the rsi or O.S. Attorn oy on MSI rotorrsi C0004. 

On 3/4/93, tho er min si invootigstor sons s lottor to tho o.s. 
Attornoy inquiring sbouz tho ststuo ot tho rotorrsi, Tho rooponoo 
trom tho O.S. Attornoy rot or rod tho invootigstor to tho O.S. Juotieo 
Dopsrtaont in Washington D.C. Tho eriminsl invootigstor initistod 
s oorioo ot cslls to DOJ /Washington to soeortsin tho oeoeuo ot eA* 
rotorrsi . Simultaneously, tho criminal invootigstor, eriminsl 
invootigstiono dopsrtaont hood snd tho tiold invootigstiono ottieor 
dotorainod thst tho moot expedient way to c oaploto tho invootiqstioa 
of proviouoly dotinod criminal sllogationo at HOSt van to supplsoont 
tho invostigstivo manpower. 

Throo additional eriminsl investigators voro sooignod tho task ot 
reviewing loan transactions, chocking accounts and subsidiary 
landing transactions to ascortain tho lovol ot criminal activity at 
both Host snd HfC. Tho load invootigstor, along vieJI another task 
sooignod invostigator, roturnod to tho tittlo Sock warehouse tor 
further document review. The investigators additionally travelled 
eo tour other eountieo to review land records pertaining to property 
sales, loan and mortgages reflected in tho County Clerk's offices. 
Those findings were shared with tho other assigned investigators. 

Tho four investigators reviewed and analysed all available HCSL 
transactional information tor tho ensuing 120 days. As a result, 
nine additional criminal referrals involving multiple HOSt snd nrc 
transactions were generated snd submitted eo eAo O.S. Attorney snd 
fSX on 10/9/93. 

Tho lead criminal investigator received a lottor from tho new O.s . 
Attorney tor the tasters District ot Arkansas, Paula J. Casey. The 
letter stated thst referral 0COOO4. submitted 9/2/92, had been 
declined duo eo m insufficient information* . 

PTC Criminsl investigations continues to support eAo iovottjo«eiv« 
efforts ot tho f91 snd o.s. Attornoy by providing HCSL and HFC 
documents warehoused m Kansas City, and ottering assistance with 
ongoing subpoena compliance. 
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The responsibility for Invest igat Ion of sll filled Arkansas thrifts was assumed 
by the Tulse RTC Office of Investigations during the first quarter of 1991. 
Responsibility was assumed fro® the Eagan/Mlnneapolls RTC Office of 
Investigations i the lead lagan investigator for Hadlson Guaranty Savings. Little 
Rock, Arkansas at that time was Mike Hamer ly. 

When the Tulsa office assumed this responsibility, Madison Guaranty was assigned 
to civil Investigator Wyatt Adame. Shortly after the reassignment of the 
Arkansas thrifts, several members of the Tulsa Offlem of Investigations made a 
sweep through tho failed Arkansas shops and appropriated all the records deemed 
neceeeary for the effective completion of both civil and criminal Investigations. 

In mid summer 1991, Investigator Wyatt Adams traveled to Little Rock to review 
Madison Guaranty records held by the acquiring entity. Central Bank and Trust, 
in an old, non-climate controlled building downtown on the river, which had been 
converted to a •records storage* facility. According to Adame, when he arrived 
there were eatenelve records In poor condition, haphasardly heaped Into the 
storage space on the second floor, which wae poorly life and protected by a chain 
link fence and a padlock. Boses were on their sides with records dumped out, DOA 
binders were poorly stacked In one corner, and multiple bosee had been shoved 
into shelving, with no Identifiable inventory. It should be noted that these 
records were already In the warehouee at the time of the tnveetlgatlons team 
Spring 1991 "sweep* through the Arkansas thrifts, and that the former Managing 
Agent concurs that, to hie knowledge, there was no Inventory of these records. 

In July 1991, the criminal Investigation of Madison Guaranty wae assigned to 
Investigator Jean Lewis. A follow-uo criminal Investigation wae tentatively 
slated to begin during the third quarter of 1993, due to the fact that former 
thrift owner James B. McOougal had previously been tried on Bank Fraud charges 
stemming from Madison Guaranty, and was acquitted in 1990. The follow-up 
investigation was Intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 

In March 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the Hew fork 
Tlmee stating possible tlee between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill 4 Hillary Clinton. Personnel in the KC regional 
office then contacted the Tulsa office with a request that this issue be reviewed 
to determine if Investigations was aware of, had reviewed and/or appropriately 
addressed natters pertaining to the possible relationship between Whitewater 
Development and Madison Guaranty. 

After a review of all available Tulsa Investigations inventory documents. 
Investigators Adams and Lewis ware detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewie noted, 
with concurrence from Adame, that upon arrival that the records were In very poor 
condition, appeared to have been dumped and/or cr amm ed Into the warehouee apace, 
and that there was no available inventory provided by Central Bank i Trust 
personnel which could Identify the nature of these records. Investigator Adame 
notod that this was tho same condition in which he'd found tho records in 1991. 
Boxes had to be rearranged in order to establish work space and room for a table 
and two chairs. 

During the review of those records, neither Investigator Adame or Lewie located 
any loan files and loan records relating specifically to Whitewater Development 
or the Clintons. Investigator Adams then went through a number of Demand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madison Guaranty. He located an account and statements for 1904, 19BS and 19«d. 
Investigator Lewie reviewed multiple boxes of records, and recovered several 
documents from former thrift officer files that warranted further review. Among 
those document! was a ledger shoot marked ‘Reserve for Development • Maple Creek 
rarme* from the records of former Madison cro Greg Young, on that ledger sheet 
wae noted a $30,000 development reserve cost for an engineering survey charged 
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to Whitewater Development. There wee also a limited amount of microfilm located 
at the warehouse, which wae appropriated under the tertne of the Pax Aoraamsnt and 
returned to Tuiaa along with several DOA binder*, with pemiaelon fromCantral 
Bank 8 Truet. A eigned receipt containing an itemi sed ll at of the documents 
taken by Investigators Adaae and Lewie was left with ■■■■■ftof CUT. 

Prior to departing Little Rock. Investigators Adams and Lewis reviewed the 
Madison daily work file held by Central Bank a Trust to research the flow of 
funds through the Whitewater account as pulled from the monthly statements, which 
is e standard operating procedure for Znveetigatione. Several checks payable to 
the Bank of Cherry Valley which identified loan numbers were identified end 
copied free the dally work. Also copied were nuaeroue check payable to entitles 
entitled Pembroke Manor. Bolling Manor. Madison Marketing and othere. all of 
which were aigned by James or Susan McDougai. payable to Whitewater Develocaent 
end contained the notation "loan* In the memo field on the check. Accounts were 
located and reviewed for these other identified entitles! similar checks 
containing the "loan" notation were found to have been paid between the entities. 
At that time, both Invest lgatore concur rsd that additional research would be 
appropriate, and requested all available film relating to Madison Guaranty and 
returned it to Tulea, leaving a receipt for the film, binders and original 
documents pulled from former office files with CB8T employee Bonnie Crocharon. 
Copies of tbe entity statements end chscke were pulled end/or duplicated from 
film for the years 1984. 19BS end 1986. 



After the original file was duplicated, the duplicates wars returned to Central 
Bank 6 Truet for their retention, and the original film wae retained in Tulsa by 
an BTC research contractor. The criminal investigation of Madlaoa then 
continued, sa the civil claims had previously been closed out by PLS. 

In conjunction with the ongoing Madison Investigation. Kansas City Invest lgatore 
Jean Lewis and Bandy Knight traveled to Little Bock in S/93 to revisit the 
Madison records held in the downtown warehouse. Upon arrival Investigator Lewis 
immediately noted the condition of the records was significantly mors organised 
than it had been during the previous visit, and it wae evident that a number of 
boxes had boon cleared out. 

During this visit to the warehouse. Investigator Lewie learned from the etoraae 
facility attendant that the law firm of Mitchell, Selig, Jackson, Tueker 8 whits, 
former general counsel to Madison euaranty Savings, also scored records sc tho 
wershouse. 


A number of the remaining bores were roviewod. and the keys returned to M 
— — st control Bank S Trust. At that time. Investigator Lewie noted to^S 
that the warehouse teemed to lack a number of boxes that had previously 
been there. indgHBHB advised that tome of tho records had been retrieved 
and were beiag held in e back room at the bank (CBBT) . when asked why thla had 
not been disclosed when the keys had been picked up rather them returned, Ms. 
Crocharon* e response wee ‘you didn't ask." 

It .should be noted that, according to the US Attorney* a staff in Little Bock, 


to Madison and was s umm o n ed before the Grand Jury lor testimony 
thst Invest lgst ion has never been disclosed to this office. 


In conjunction with tho ongoing ril investigation of the BTC # s referrals. 
I nvest lost lose advised the FII that additional original Madison Guaranty 
microfilm, along with the records at the warehouse, were under the control of 
Central Bank 6 Trust. It is the understanding of Kansas city Office of 
love at iget lone that the aforementioned records have now been subpoenaed by tho 
U.S. Attorney* e office and are new under the control of the Little Beck PBS. The 
original Madison film held by Investigations has else boon turned ever to the PBS 
along with other records subject to Grand Jury Subpoena. 
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Resoiotloc ist Corporation 

Kansas City Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 



September 1, 1992 


Mr. Steve Irons. Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

l Little Rock, Arkansas • In Receivership (11/29/90) 
CRIMINAL REFERRAL NUMBER C0004 

Dear Sir: 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 




L Richard Iorio 

Field Investigations Officer 


Enclosure 
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Resolutio: jst Corporation 

Kansas Chj Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 


September 1, 1902 



The Honorable Charles A. Banks 
United States Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts Building 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings it Loan 

Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER C0004 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. . 


Sincerely, 

L Richard lorio 

Field Investiptkms Officer 


Enclosure 
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MEMORANDUM 


TO: Criminal Admin File 

FROM: Jaan Levis 

Criminal Investigator 

DATE: May 3, 1993 

RE: Background remarks and convarsatlon with AUSA Bob 

Rodday 's of flea ra: Madison Guaranty Savings rafarral 

In March 1993, shortly aftar tha dapartura of former U.S. Attomay 
Chuck Banks, Z was advlsad by AUSA Bob Rodday on an unofficial 
basis, that Banks had forvardad tha "Madison rafarral" to Justica 
in Washington D.C. almost immediately aftar racaiving it last 
September; Rodday also added that Banks had taken this action as 
tha referral was "politically hot". 

X contacted Rodday 's office early this afternoon to sea if AUSA 
Floyd Mac Oodson was still with tha U.S. Attorney's office, of if 
ha had left with Chuck Banks. I was advised by Rodday 's secretary, 
Laura, that Dodson did, in fact, leave vith Chuck Banks, and she 
offered me their number, which I declined. Z asked her what would 
have happened to Dodson's cases, and she offered to "check tha 
computer" and call me back, if Z could give her a specific case, 
which Z did, identifying Madison Guaranty Savings criminal referral 
$ C0004 • 

Approximately five minutes later, Laura called back and advised me 
that no record of that referral shoved up in their computer system; 
she then advised me that in conversing vith AUSA Roddey, he told 
her that Banks had sent it to Justice in Washington, and that "we'd 
probly never hear about it again". 

A letter inquiring about tha statu s of tha referral has been 
prepared to send to U.S.A. Pence later today. 

cc: Richard Zorlo 

Lea Ausen 
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TOs 

FROM: 

DATE: 

RE: 


In following up ay previous discussion with the Office of Legal 
Counsel on May 13 , I contacted Oyone Mitchell (secretary) of that 
office to see if she had been able to deternine the status of the 
Madison referral, as I had not heard bacic from her. She consulted 
her notes and advised ne that they "have no record of that 
referral, it is not in their computer system, it has not been given 
to an attorney"; upon repeating this response to her, she 
reiterated "no ma'am, that referral has not been submitted to this 
office." 

After advising Lee Ausen and Richard Iorio of this conversation, 
the decision was made to resubmit the referral through the U.S. 
Attorney's office in Little Rock, and contact Ms. Mitchell in the 
Office of Legal Counsel to see if that office should be copied on 
the referral and letter to Richard Pence, U.S. Attorney in Little 
Rock. I contacted Ms. Mitchell again to inquire as to whether that 
office should be copied on the referral. She said yes, and when I 
asked to whose attention it should be directed, she responded that 
it should be sent to Acting Assistant Attorney General Daniel 
Xoffsky, as the Assistant Attorney General, Mr. Dellinger, has not 
yet been confirmed. 

The letter of re-submission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky *s attention. 

cc: Richard Iorio 

Lee Ausen 


MEMORANDUM 


Criminal Admin File 
Jean Lewis^^N 
May 19, 1993 

Additional conversation with Office of Legal Counsel for 
U.S. Attorney's, U.S. Justice Department, Wash., D.C. 



... 

• • . J .* -*vJ. . n gj 
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To: 

CC2 

Bcc: 

3a : 

Subject: 

Data: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio#Investigations#RTCKcMID 
Laa 0. Ausentinvestigations#RTCKCMID 

L. Jaan LewisilnvestigationsGRTCKCMID 
/7236/Madison Guaranty Savings 
Wednesday, Kay 19, 1993 15:55:03 COT 

Y 



In following up on tha suggastion that Mr. Danial Koffsky, Acting Assistant 
Attorney Ganaral, be sent a copy of Madison referral $ C0004, I contacted tha 
Office of Legal Counsel to verify the correct address. In speaking with Dyona 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Department 

Washington, DC 20530 

The letter provided the phone number (202) 514-2041. 

Ms. Mitchell advised that the Office of Legal Counsel and the Executive Office 
for the U. S. Attorney's were two separate sections, and that the referral say 
>-*'e been forwarded to the Executive Office instead of Legal Counsel. She 
,n connected me with the operator, who put me through to the Executive 
Office where I spoke with Stephanie Kennedy. I explained to Ms. Kennedy what 
: was looking for, and she said she would get back to me this afternoon. 

3he called me back at 3:30, and advised that she had forwarded the matter on 
-o Donna Henneman in "Legal Counsel", who would check it out and call me back 
tomorrow. I then contacted Ms. Henneman to offer background information on 
.hat I was looking for. When X explained that it was a referral out of 
Madison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
<nowledge, stating "oh, the one involving the President and his wife". She 
then stated that the referral had been sent to that office (exactly which 
office is still unclear to me) as a special report for the attention of the 
attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
political ramifications, it goes to the Attorney General." She further added 
--hat the referral had been submitted to that office "because of the political 
ramifications and political motivations", and then told me that referrals were 
not prosecuted out of that office. She then stated that the referral had bten 
inclined. I advised her that the referral had not been declined, and rtad her 
--he letter sent to this office by U.S. Attorney Richard Pence, she 
icknowledged that she was confused, and told me she would speak with her 
supervisor, Deborah Westbrook, and have her call me back tomorrow. X then 
isked for Ms. Hennaman's title, and she informed me that she was the Ethics 
'rogram Manager. I thanked her and ended the conversation. 

: *1 keep you posted if and when X hear from Ms. Westbrook. 


15990 


3168 


To: 

Cc: 

Bcc: 

Proa: 

Subject: 

to: 

Attach: 
Certify: 
Forwarded by: 


L. Rlchara Iorio6Investigations#RTCK<-rtID 
Leo 0. Ausent Invest igatlonsfRTCXCMID 

L. Jean Lewis* Invest igationstRTCKCMID 

/7236/Madison Guaranty 

Wednesday, May 26, 1993 36:10:47 COT 

Y 



I've just received a follow-up cell from Donna Hennesan at Justice in D.C. 

She informed se that after speaking with Deputy Dlrector/tO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. X noted that Mr* Raphe Ison is now In private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "criminal fraud division at Justice" and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to ay knowledge, the referral had not been declined, and that 
X had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable." 

X then identifiedthe^H^suspects named in the referral flHHIHHfe 

her and she thanxe^a^an^told me 

sne'dbeback in 'touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 

?*ne. 

To date, each time she has given me a date that she would call back, she has 
kept her word. I'll let you know when X hear from her again. 
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ro: L. Richara Iorio*Investigations*RTCXLrtlD 

?c: Lee 0. Ausen9Znvestigations6RTCXCMlD 

3cc: 

rron: L. Jean LewisflZnvestigationsGRTCXCMZD 

jact: Madison Guaranty 

j w .is Tuesday, Juna a, 1993 15:16:49 COT 

Vttach: 

rertify: Y 

rorvardad by: * 



\s va discussad this norning, Z was going to contact Audray Word at DOJ in 
Washington this aftarnoon; however, before Z could call, Donna Hannasan in tha 
:xacutiva Office for U.S. Attorney's cal lad me. Zt saaas that Madison 
referral # C0004 has raappaarad on har desk. Audray Word was succassful in 
ocating tha rafarral within tha Fraud saction of tha Criminal Oivision and 
iatarminad that tha individual assignad to tha rafarral "didn't want to daal 
ith it", so sha sent tha rafarral and all part inant info back to Donna 
enneman for furthar disposition. 

onna advisad me that tha criminal Oivision (no ona specifically idantifiad) 
ant a mamo to Doug Frazier, Associate Deputy Attorney General (in Oapty Atty 
anaral Heynan's offica) advising hia that there was "no identifiable basis 
or recusal of tha U.S. Attorney in the Eastern District of Arkansas"; this 
as a direct quote from the memo, as she read it. She then told ae that she'd 
ontactad Mr. Fraziar who did not renenber receiving tha neao, and suggested 
hat sha gat tha meao and the rafarral to hia for review and a final decision. 

2* has subsequently sant hia both tha referral and tha neao, and said she'll 
me posted. Z than advisad har that during tha intervening period, 
dditional information has surfaced that would further support tha allegations 
sntained in tha referral, so Z would be most curious as to their decision. I 
*en concluded tha conversation by tailing har "whatever tha decision is, Z 
a ad something in writing so that Z can close out tha file with a declination, 
r offer support for an ongoing case.” Sha agreed and said she'd stay in 
such. 

' 11 keep you posted. 
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7o : 

Cc: 

Bcc: 

r-ora: 

;ject: 

Data: 

Attach: 
Certify: 
Forwarded by: 


L. Richard IorioSInvestigationsSRTCKCMlD 
Lee O. Ausen® Invest igationsIRTCKCMID 

L. Jean Lewis0Investigations§RTCKCMID 
/7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



At approximately 3:00 this afternoon, I spoke with Donna Henneman in the 
Executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Doug Frasier on June S, as ve had previously 
discussed, but that she had received the entire package back on her desk today 
vith no further answers, as Mr. Frasier was now the new U.S. Attorney in one 
the Florida districts; she had not determined whether Mr. Frasier had taken 
iny action prior to his departure, and had spoken with her supervisor 
regarding her next action shortly before I contacted her. She advised that 
she will attempt to contact Mr. Frasier in Florida sometime tomorrow, and 
determine what decision, if any, had been made. 

She then advised that "this sort of thing happens all the time when we're 
: rying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as she had an answer from Doug Frazier, or his replacement a 
!r. Dave Margolis. 

*. i was the 8th conversation I've had with Ms. Henneman since I first 

ontacted her on May 19, 1993. 

'11 keep you posted. 
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To: 

:c: 

3cc: 

roa: 

object: 

Oate: 
ueh: 
-•rtify: 
forwarded by: 


L. Richard Ioric#Investigations#RTCXuiID 
La# O. Ausen#Investigations#RTCKCMID 

L. Jean LewisflnvestigationsfRTCKCMID 
#7236 Madison Guaranty Savings 
Wednesday, Juna 23, 1993 1S:37:30 COT 

Y 



lonna Hannaaan (EO/US Attornaya) just cal lad me back to lat me know she'd 
;poka with former Assoc lata Daputy Attornay Ganaral Doug Frasier. Ha advlsad 
•ar that ha not with Tony Muscato, tha Director of tha Executive Office for 
:.S. Attorney's, and that tha decision has bean made to return tha referral to 
he U.S. Attornay in tha Eastern District of Little Rock, as there was "no 
aais for tha recusal of tha U.S. Attorney", and apparently a lack of 
conflict of interest." 

s. Hannanan than added that she doubted whether or not the U.S. Attornay, 
astern District/Arkansas would be aware of this situation yet, but suggested 
hat 2 wait a few days and than contact that office in Little Rock. 

ha asked to be kept posted on the outcome, and offered her continued 
3 sistance whenever and however possible. 


I53» 
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To: 

Ccs 

Bcc: 

From: 

bject: 

~ate: 

Attach: 

Cart if y: 
Forvardad by: 


L. Richara Iorio6investigations6RTCXu*.lD 
Laa O. AusentlnvestigationsgRTCKCMID 

L. Jaan Levis6Investigations$RTCKCMID 
#7236 Madison Guaranty Savings 
Tuesday, June 29, 1993 16:08:21 COT 

Y 



X racaivad a call this afternoon from a highly reliable and confidential 
source, that the Madison referral (C0004) has bean returned to the u.s. 
Attorney's office in Little Rock, Arkansas. My source has advised aa that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of actino 
on this referral, and plans to let it sit until such time as the new o.s 
Attorney designee Paula Casey, takes office on either an interim or permanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest emanating from the U.S Attorney's 
office in the Eastern District. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against James McDougal is taken to trial, it 
will appear to be "sour grapes" due to his acquittal during his first bank 
fraud trial. 

X was further advised that there is no definite date yet as to when Ms. 
Casey's confirmation will occur, and that it is likely that she will assume 
responsibilities on an interim basis. My source has advised that X will 
9 «c a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointments have been delayed in the past, and nay take a while. 

X'll keep you advised should X hear anything further. 
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To: 

Cc: 

Bcc: 

From: 

ject: 

Data: 

Attach: 
Certify: 
Forvardad by: 


L. Richard IorioGINVEST-lfRTCXC 
Let O. Ausen* INVEST- It RTCXC 

L. Jaan Lev is 0 INVEST- 1BRTCXC 

/7236 Madison Guaranty Savings 

Thursday, September 23, 1993 15:03:56 COT 

Y 



I've just had a conversation with Donna Henneman, Ethics Program Manager, 
Executive Office for U. S. Attorneys. I called Donna to make a final 
determination as to whether or not she wants formal notification of the 
existence of the subsequent referrals being submitted to the O. S. Attorney, 
Eastern District of Little Rock, on Madison. 

rn discussing the standard RTC procedure of the submission of referrals, she 
<ias requested that she be copied on the transmittal letters that go to the 0. 
3 . Attorney and FBI. At the time she receives the copies of those letters, 
she will then request the referrals and exhibits from the U. S. Attorney's 
jffice for any necessary follow up. So, at her request. I'll ask Donna Minton 
:o cc: Ms. Henneman in her official capacity. She felt that a letter 
requesting copies at this point was unnecessary, and if it becomes necessary, 
;he will go through her channels at Justice to obtain the documentation from 
J. S. Attorney Paula Casey. Donna has also requested that I provide a brief 
)n» paragraph summary of the content of the referrals with the transmittal 
a ers, so that she will be aware of those with "sensitivity issues." I will 
;e glad to provide the requested summary as an addendum paragraph to the 
)ottom of each transmittal letter. 

he then asked me about the final disposition of MC56L referral C0004. Z told 
er that I had been advised that it was received back in the U. S. Attorney's 
ffice, but that I had received no formal notification that a case had been 
pened, nor a declination letter. I expressed ay concerns that the same 
ituation could befall the next referrals to be submitted, and she assured me 
hat she and her supervisor. Deb Westbrook, would stay closely in touch with 
he situation, due it's potentially political ramifications, some of which I 
xplained for her edification. 

hm asked me to stay in touch as to the responses that I gat from the U.S. 
ttorney's office, and assured me that, if necessary, the "higher-ups" at 
ustice would make sure something got done with these referrals, including the 
irst one, which in her words "should have been handled by now, one way or the 
ther." 

'11 keep you posted. 
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TO 2 
Cc: 

Bees 

from: 

'bject: 

.it«: 

Attach: 
Certify: 
Forvardad by: 


L. Richard lor io# INVEST- lfRTCXC 
Ua 0. Ausen# INVEST- 1 0 RTCXC 

L. Jaan LevisfINVEST-lfRTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EOT 

Y 



I've just racaivad a call from Oonna Hannaaan, Ethics Program Managar, 

Exacutiva Of flea for U. S. At tor nay's, Washington, 0. C. Sha advisad that 
sha had spoken to bar suparvisor, Oab Hast brook, and Ms. Was t brook's 
suparvisor, Doug Frasiar, ragarding whathar or not tha Exacutiva Offica vantad 
copias of tha sadison rafarrals slatad for submission this vaak. Ms. 

Wastbrook and Mr. Frasiar hava determined that tha Exacutiva offica should 
racaiva copias of tha rafarrals and exhibits. Upon racaipt, thay will review 
thaa and determine whether to instruct tha U.S. Attorney's offica to act on 
tham accordingly, or if thay should ba forvardad to tha Public Integrity 
Section of DOJ for further review. X inquired as to tha nature of tha Public 
Integrity Section and was advisad that it is the section of DOJ responsible 
for tha prosecution of public officials. Ms. Hannaaan also advisad that thay 
lave made tha decision to gat tha Deputy Attorney General's offica involved in 
zhi% situation, and bring them up to spaed. 

: askad her to submit this request in writing, in order to document tha 
Investigations file and sha responded that sha would do so, faxing me a letter 
t afternoon. I've provided her with the fax number and will copy you upon 
.ceipt of her latter. 

*o briefly summarize the situation to data, I contacted tha Exacutiva Office 
:or u. s. Attorney's on May 13, 1993, at tha written suggestion of U.S. 
attorney Richard Pence, pursuant to his latter of May 10, 1993 ragarding sy 
written inquiry as to tha final disposition of Madison referral FC 0004 , 
iubmitcad on 9/1/93. Mr. Pence advisad that tha referral had bean forvardad to 
.he Exacutiva Office by former U.S. Attorney Charles A. Banks due to what ha 
teamed vas a "conflict of interest" • This information was relayed to Ms. 
lenneman during my first conversation with her. During subsequent calls I 
racaivad from Ms. Henneman, sha advisad me as to her progress in tracking tha 
/hereabouts of referral /C0004, which sha finally located and had forvardad 
sack to her offica on June S, 1993. At that time, Ms. Henneman advised me that 
:he decision had bean made by personnel in tha Criminal Division of DOJ that 
.hare was "no identifiable basis for recusal of tha U.S. Attorney in the 
Tastern District of Arkansas", and that tha referral would ba forwarded back 

0 tha U. S. Attorney's offica in Little Rock. Since that time, Ms. Hennasan 
.as contacted me to follow up on tha final disposition of tha referral. I have 
■dvised her that this office has not yet received notification of an opened 
asm, or a letter declining prosecution. During these aforementioned 
onvarsations, tha issue vas raised as to further referrals, and whether the 
xecutive Office should ba copied on any further referrals to avoid a 
acurrence of circumstances. I received notification of that decision today 
hen Ms. Henneman contacted me, as previously outlined. 

1 la let me know if you hava any questions. 


is® 
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To: L. Richara Iorio#INVEST-l#RTCXC 

Cc: Lee O. Ausen# INVEST- 1 6 RTCXC 

Bcc: 

From: L. Jean LevislINVEST-liRTCXC 

r ject: #7236 Madison Guaranty Savings 

U.cm: Wednesday, September 29, 1993 16:22:55 EOT 

Attach: 

Cart if y: Y 

Forvardad by: 



I've racaivad a follov-up call from Donna Hannaman with tha Executive Of flea 
for 0. 8. Attornays. Sha spoka with har supervisor, Dab Westbrook, regarding 
ay r aqua at for a vrittan follov-up to har varbal raquaot that tha Executive 
office ba copiad on all tha Madison rafarrals and exhibits. Mi. Westbrook has 
withdrawn har initial raquast for copies, and statad that thay will go through 
tha 0. S. Attorney's office to obtain copies rather than having us copy their 
office directly. Ms. Hennenan indicated that this route vould not make tha U. 
S. Attorney's office feel as though tha Executive Office vas "going behind 
their back" in requesting copies of the referrals. 

She than reiterated that she vould like to ba copied on tha transmittal 
letters that yill ba sent vith the referrals to tha 0. 8. Attorney and the 
FBI, vith a brief summary paragraph outlining tha suspects and content of each 
referral. Z agreed to her request, and vill make arrangements to provide the 
requested summary on the transmittal letters. 

I 1 let you know if Z hear from her again. 


15598 


3176 


To: 

Cc: 

Bcc: 

Fro®: 

S» ‘ ject: 

0. at 
attach: 

Cart if y: 
Forwarded by: 


Lea 0. Au»en $ INVEST- 10 RTCXC 
L. Richard lor lot INVEST- llRTCXC 

L. Jaan Lewi s0 INVEST* 10RTCXC 

#7236 Madison Guaranty 

Tuesday, Octobar 26, 1993 15:35:2* COT 

Y 



Just FYI... 

lamed on our convarsation this aftamoon r awarding tha occ's inability to 
locate thair past axaas for UNB/Llttla Rock, I took a shot at a hunch, and 
isdo another call to Cristina Flachas, tha attorney for the FDXC in Maaphls 
'h o had previously advised as (in response to ay written request of 6/23) that 
>CC would have bean the regulatory agency for UNB during 19*6. 

:ristina, so I have learned, is no longer with the FDXC in Meaphis. However, 

' spoke to her successor, Broderick Nichols, and outlined the previous request 
'ith hia, asking hia if he would do soae additional followup just on the off 
hence that the FDXC night have done a concurrent exan on UNB with OCC at soae 
olnt between 19*3 and 19*7. X then explained to hia that the OCC seened to 
e having soae difficulty in locating their records, and advised hia that X 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
•f Jacksonville. Nell, it turns out that Broderick Nichols is froa Little 
ock. What a saall world! And he evidently grew up knowing where Union 
a' * onal Plata is and that Union National Bank was, and still is, the larqest 
a*. . in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exams, and has offered his expeditious assistance in 
ocatlng any concurrent exans done by FDXC. He's also offered to aid ae in 
oca ting other potential leads and sources within OCC that might be able to 
edlscover the whereabouts of the UNB exams. He couldn't quite understand how 
he OCC could lose a $500 million bank. Does this sound faailiar?? 

'll keep you posted. 
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To: 

ce: 

Bee: 

Proa: 

' bject: 
w ce: 

Attach: 
Cortify: 
Forwarded by: 


L. Richard lor io# INVEST- lfRTCKC 
Ut 0. Ausenl INVEST- 1IRTCXC 

L. Jaan UwislINVEST-lgRTCXC 
#7236 Madison Guaranty 

Wednesday, October 27, 1993 13:37:23 CDT 
Y 



Just got a call fro* Donna Hennenan, Ethics Program Manager, Executive Office 
for 0.8. Attorneys. She asked if I'd received a declination letter on the 
first referral (C0004) from the U.S. Attorney in Little Rock. Z told her that 
<e had not received a declination to date. She then advised that her 
supervisor. Deb Westbrook, had evidently had a conversation with U.S. Attorney 
’aula Casey, and that Ms. Casey stated that she would be sending a declination 
etter to the RTC on that particular referral. No date was given, and Donna 
lid not reference the date of the conversation between Ms. Westbrook and Ms. 
'asey. I asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. She 
hen suggested that if I do not receive the letter of declination within a 
airly short tine frame, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal" with the other referrals as well. 

'' keep you posted as to any further calls from Ms. Hennenan. 
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United S .indmey 
Eastern l net of Arkansas 


ATT- I 


*>• Of o e Bat 1229 
L4i todt. Arimtai 72301 


October 27, 1993 


Ms. L. Jean Levis 
criminal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 200 
Kansas city, MO 64112 

Re: #7236 Madison Guaranty Savings and Loan 

Criminal Referral Number C0004 

Dear Ms. Levis: 

I am vriting at the request of the Office of Legal Counsel, 
Executive Office for U.S. Attorneys of the U.S. Department of 
Justice to let you know the status of this referral. 

As you know, this referral vas reviewed by the Criminal 
Division of the U.S. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The matter vas concluded before Z began working in this 
office, and I vas unavare that you had not been told until X vas 
contacted by the Office of Legal Counsel. After receiving the call 
from Legal counsel Z reviewed the referral, and Z concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criminal 
investigation. 

Although Z am declining to take further substantive action on 
this referral, my decision does not foreclose future prosecutions 
about the matters covered by the referral or related matters in the 
event that my office and the FBI are given access to records or 
information indicating that prosecutable cases can be made. 

Sincerely, 



Ql 


MJUp*- 

PAUIA J. CASEY ^ 
United States Attorney 


cc: Debra Westbrook 

Office of Legal Counsel 
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Movember 1, 1993 

Th e Bono reble livii J. Cm/ 
united jeittf Aeeom«jr 
lueira District ot Arkenses 
P.0, Mom 1229 

Little Mock , Arkenses 72203 

Mot 07234 Msdison Guerenty SevJj 199 i £o*a 
Criminsl Motorrsi Humber C0004 


Door Ms. Cssoyt 


I hsvo received your October 27, 1993 letter recording the ebove ceptioned thrift 
end reterrsi • On the besis ot comments conteinod within your letter, I ea 
interpreting thet correepondence es e forasl declinetion to prosecute reterrsi 
0COOO4. Tou stipuleted in your letter thet this metter wee concluded prior to the 
beginning ot your tenure es the Onited Ste tee Attorney tor the Sestern District 
ot Arkenses. Prior to the receipt ot your letter, MTC Invoetigetione wes not 
edvisod the t the metter hed keen toraelly concluded . 9 

between September 1, 1992 end todoy's deto, this ottico hss received s tot si ot 
three letters with regerd to the etorementioned reterrsi, including your letter 
ot declinetion. The other two letters were from PDX/SAC Don Pettus, 12/13/92, 
ecknowl edging receipt ot eJko reterrsi, end trom Acting Onited Ststee Attorney 
Micherd Pence, 3/10/93, e d vising this ottico vit unsworn et fl ip reterrsi 
ststus ss it hed been torwerded to the fnecutive Ottice tor Onited Ststee 
Attorney's by tormer Onited Ststes Attorney Chuck Beaks. 


it there were other documents produced thet ere relstive to the conclusion 
this metter , X would eppreciete receiving the sppropriete copies . 


ot 


The MTC Menses City Ottice ot Invoetigetione will continue it's policy ot 
cooperstion with both the Onited Stetee Attorneys ottice end the POX on ell 
reterrsi releted end investigetive metters, asking ell pertinent records 
eccessxble es reguested . 


Should you hove eny further questions, or it this office mop be of further 
essistence, pleeso do not hesiteto to cojicocc me 11 (914) 949-7237, ot it I sm 
uneveileble. Supervisory Xnveetigetor Lee Au son et (914) 94S-7243 or field 
Xnveetigetloms Officer Micherd lone et (414) 944-7212. 


Tory truly yours. 



Senior Criminel Xnveetigetor 


cc 1 Debts Wostbrook/Otfico of logoi Counsel 

t. Micherd Xorio/Piold Invoetigetione Officer /SCO 
too Ausen/Supervisory Xnvostigstor/KGO 


4900 Main Sheet. OMo 200. KonemCSy. 


64112 ( 914 * 31-2213 
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Tc: 

CCS 


Bee: 

*vomi 

ibject: 

uate: 

Attach! 
Certify: 
forwarded by: 


Jana M. wanJcowskiBOLABRTCXC 
L. Richard Iorio 
Lee 0. Ausen 
Michael x. Caron 

L* Jean Levis#INVEST-l#RTCXC 
re: aadison guaranty 

Wednesday, November 10, 1993 13:24:34 CST 



N 


Hey youl Just a heads up to let you know that Mike Caron, Senior Criminal 
Investigator, is now tbs load investigator on Madison... so anymre faxes vou 
send should com to Mike's attention, and any further comunicatlon about 
Madison should go to hin, too. The Powers That Be have decided that i'a 
bettor off out of the line of fire (and I ain't arguing) , but please let ae 

R'SX KS2!.?!" ,-ry c,t ““ « -* «•*>». 



3181 


•o: 


'C 

ic 

'ron: 

•ubject: 

>atex 

vttach: 

rertify: 
'orvarded by: 


Jamas R. uudineiOper-invBRTCDC 
Dannis M. CavinavtEXEClRTCXC 
Jamas G. ThompsonlEXECFSCtRTCXC 

A. Bovan HintontOLAtRTCKC, Jana M. Jankowski tOLAtRTCKC 

L. Jaan LewistINVEST-ltRTCXC 
L. Richard lor io# INVEST- 1 IRTCXC 
Madison Guaranty 

Monday, Novambar IS, 1993 11:26:54 CST 
WHITER AP. MAD 
N 



>n Thursday, Novambar 11, 1993, thara was an articla that appaarad in tha 
'ashington Post concarning daclination of . prosecution on tha first Madison 
afarral that was transmittad to tha Dapartmant of Justica (DOJ) on August 31, 
992. 

ontainad in tha articla was information that tha rafarral had baan raviavad 
•y DOJ and that a dacision had baan mada early on to decline on this rafarral 
nd that whan Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
ha daclination in October 1993, she was simply bringing this natter to a 
lose. 

ha document attached clearly refutes this train of thought. Zn fact, it 
ppears that no thorough review of the document had been conducted as lata as 
una 23, 1993, some ten months after the referral had been initially 
r* emitted. Zt was not until September 29, 1993 that this office was advised 
ht tha referral would be reviewed. 

his whole issue might not be important, however, for purposes of credibility 
ith regard to the RTC's efforts in this area, this memo and attachment are 
ubmitted for factual clarity. 
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RTC Criminal Xtfarnl FC0004 on Madison Guaranty Savings was completed on August 
31, 1992, slgnad by RTC Kansas City Investigations management on SeptMber 1, 
1992, and sent via cart If lad nail on September 2, 1992, to Charles A. tanks, 0.1. 
Attorney, eastern District of Arkansas, and SSA Steve Irons, Ft I, Little Rock. 

ty early November 1992, no standard written response of prosecution or 
declination had been forthcoming from the U.S. Attorney's office, la mid 
November 1992, the lead criminal investigator eade the first of a nuaber of 
verbal requests to both the O.S. Attorney and Ftl in Little Rock for soae torn 
of written acknowledgement that the referral had been received and reviewed, A 
written acknowledgement dated December IS, 1992, from Ftl SAC Don K. Pottos, was 
received by the lead criminal investigator on January 4, 199), This 
acknowledgement stated that the referral had been received, and that further 
questions should be directed to AUSA Floyd Mac Dodson, who had also received the 
referral and exhibits. On January 7, 1993, the lead investigator had a 
conversation with AUSA Mac Oodson in which he advised that he wasn't sure the 
referral was still in the O.S, Attorney's office in Little Rock, and that if 
prosecution occurred, it would probably be through a special attorney sent to 
Little Rock to handle the situation. 

For four months, there was no further communication or correspondence received 
by I nve et lgat ions on thle natter. In a May 3, 1993, conversation between 
Investigations and the O.S, Attorney's office, it was indicated that referral 
PC0004 had been "sent to Justice in Washington almost as soon as it was received 
last September". On May 4, 1993 Investigations sent a written inquiry to Acting 
0. S. Attorney, Richard M. Pence, requesting the status of the referral. On Nay 
12, 1993, Investigations received a letter from Mr. Pence (dated May 10, 1993) 
stating that former U.S. Attorney Charles Banks had determined that his office 
had a conflict of interest with conducting an investigation or prosecuting 
criminal charges relating to referral FC0004, and had sent the referral and 
exhibits to the Of flee of Legal Counsel ("OLC"), executive Office for O.S. 
Attorney's, 0. 9. Justice Department, Washington D. C, Re stated that any 
further inquiries as to the status of the referral should be directed to that 
office, providing a phone number In Washington D. C. 

As suggested by Mr. Pence, the lead investigator called the OLC on May 13, 1993. 
This initiated a series of IS phone calls between the OLC and Invest lgat ions t 10 
taking place between May 13 and June 29, 1993, and five transpiring between 
September 23 and October 27, 1993, The majority of these calls were incoming to 
Investigations, and provided information as to the progress being made with 
regard to locating and determining the status of the referral. 

The June 23, 1993 conversation between Investigations and OLC indicated that the 
decision had been made to return the referral to the 0,0, Attorney in Little Rock 
as there was "no basis for recusal of the 0. S. Attorney" and apparent "lack ef 
conflict of Interest," During a conversation on September 23, the OLC inquired 
as to the * final disposition" of referral FC0004. They were advised by 
Investigations that no formal notification had been received of either a 
declination or intent te prosecute. Investigations then advised OLC that there 
were additional referrals pending! OLC then requested that Invest lgat lone r ana la 
in contact with the OLC regarding further communication from the 0. I, Attorney 
in Little Rock, 

On September 29, 1993, the OLC contacted Investlgatlone and advised that 1) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would be reviewed and a decision made as te 
whether or not they be forwarded to the Public Integrity Section of Jostles and 
reviewed for potential prosecution. A verbal request was then made by OLC that 
they be copied on the transmittal letters to the 0. S. Attorney accompanying tbs 
new referrals, and that they be further provided with a summary of each referral. 
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The nine new referrals vara submitted to tho 0. S. Attorney and FBZ In Llttla 
Rock on Octobar 9, 1993. On Octobor 13, 1993* tho Office of Legal Counaal via 
providad with copiaa of tho tranaolttai letters, and tho requssted summaries on 
aach referral. 

On Octobor 27, 1993* Investigations racalvad a call froo OLC inquiring as to 
vhothor or not Znvaatlqations had racalvad a declination lottor on rofarral 
#00004 f tho roaponao vaa *no.* Znvaatlgatlona vaa advlaod that 0.9. Attorney 
Paula Caaoy had advlaod tho OLC that aho vould bo landing a lattar of daclloatioo 
to RTC Znvaatlgatlona. 

On November 1, 1993, Znvaatlgatlona racalvad a lattar datad October 37, 1993, 
froo 0.3. Attornay Paula Caaoy atatlng that the dl spoilt Ion of rofarral #00004 
had boon concluded prior to her taking office, and that aho Concurred with tho 
opinion of the Department attornaya that there la Inaefflclent information. •• In 
the referral to warrant tho initiation of a criminal investigation.* 

On Hovenber 11, 1993, RTC Znvaatlgatlona learned through an article in tho 
Waehlngton Poet, that Paula Caaoy had recused herself and her staff from any 
further dealing with tho Madison referrals. 
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To: 

cc: 

Bee: 

Froa: 

‘■•'bjoct: 

to: 

Attach: 
certify: 
Forvsrded by: 


Ut 0. . .isnf INVEST- 1 BRTCXC 

:« 

L. Jean LavisIlHVEST-iBRTCXC 
Monday, Novaabar 15,1993 17: 27: SB cst 
M ' 



A fw consents Witt regard to our conversation this afternoon about th. 
ponding 'seating with Oonald Nackay and his staff on 11/22? w 

»ou know, Richard knows, Donohue knows, Niks knows, and I know that Kaekav i« 
not coning hors to look at records. . Cut to the bottoa lineHo 1 

h **5 b o cau *oh# w »nts to bo convinced that there either. IS or ZS HOT a verv 
good case behind those referrals. He isn't coning specifically todilwl? 
subpoena conpliance, because he hasn't opened any cases y«t. to'. coilS L. 

t L*K* lu i t * u *'. our r° r ?' to try decide just howgoidtt*sc?Mii 
and how he can best deal with a very sensitive political situation What 
would be easiest for hin is to decide that, aftSr neeting with rtc * • 

Investigations, he can conclude that there is no sarit, and hae* 1 ^ 
accordingly advised Investigations that the natter will bedrooned if v. 
ion't convince his that those referrals are exeeptionally^oliSTwiii^ or«.r.d 
supportable cases, then there is very little doubt that he will A i ,n,n.. 
with this situation in very short order. ** * ul «**pssse 

*' »rdlass of stated agenda, and regardless of whether or not I'n in 
a andance, he's going to try and nake an objective asses seen t based an wh„ 
is presented to his during the neeting. If that's ths wly^Se Mtln? ,t?~, 
y«« better pull out all the stops to support the ww/SI'vi^doM fr 
th « we'll hear of the Hadison investig«ion. Ihat's 2v in,t?^r 
talking, and so far, it's been pretty such on target. V instinct 

Uchael is extremely knowledgable about Madlaon, and very canable of hendlin. 
•.he situation. I would not do hin the injustice of . 

nternal political crap notwithstanding? irms seeti£i2 * Ut . 

* turkey shoot, then you ere going to nieJ e^ lEdid%£ JtS lnto 

l !*J ,t s. you * nconv ^ nc * n 9 thi» ipteial prosecutor that ths cs ss la as g ood 
-t looks on the surface. And yes. we have strong^Uu^tmSn So JuSS^t 
sllegations. But what's beneath the surface, including where we looked 
.nd why, who. tied to who. who's In business withCSo.vS 2o?Said f« Set 
;y*h^d?" “• * Bd tie. are. ta wlitiSS. ttVtt 

've had ay say. The decision is up to you and Richard. 




me 

MfSOlUTtON rtusr co* *o*ation 

X«Mlvi«| The Crkk 
jUrtorif TW CufWoa 


December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 


Re: 





Dear Mr. Houston: 

The Resolution Trust Corporation's ("RTC”) Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings St loan. Significant evidence points to the possibilities of loan parking”, loan 
"swapping", insider abuse an d collaboration between specific borrowers and the principals 
of the BankBBBIBHI* fi nanc **l institutions and Little 

Rock, Arkansas including the aforementioned insolvent thrift. In order to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Reports of Examination ("ROE") from 1983 through the most recent exam for the above 
captioned institutions. 

This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968-7191. Your expedited attention to this matter is appreciated. 


Very truly yours, 

C .(iii 

Michael E. Caron 
Senior Criminal Investigator 
Office of Invetti|atiom 


UK 


cc L Richard lorio/Fiek) Investigations Officer/KGO 
Lee Ausen/Supetvisoty Investigator/KCO 


CfOOMbiri sneer. SUM JOd Kanta Or. Unit Ml 14 auosai-am 
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To: Jan« M. Oankovski#OLA#RTCXC 

L. Richard lor io# INVEST- l#RTCXC 
Lea 0. Ausen# INVEST- 1#RTCXC 
Michaal X. Caron# INVEST- 1IRTCKC 


From: 

Subject: 

)ata: 

\ttach: 
:ertify: 
•'orvarded by: 


L. Jaan Lewis# INVEST- 1#RTCKC 


Thursday, January 8, 1994 18:12:05 CST 


Y 



*hls is juat to adviaa that aar liar this evening, I received a call from 

, Who started out hsr call with "I've been lied 
o by the Justice Department" . Z advised her that X could not offer any 
omment, but that Z would listen to what she had to say. 

ha stated that her sources from DOJ, who were thera during the end of the 
ush Administration, had advised her that the original RTC referral was taken 
uch more seriously than the public has been led to believe, and that while 
hay believed that the Clinton's definitely stood to benefit fros the alleged 
hack kiting activities, they may not have had serious criminal culpability, 
hay also advised her that the referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political.” She said that they (her four DOJ sources) all told her that 
here was no basis for recusal, and no conflict of interest in Little Rock. 

ha then advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ /DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

ie also noted that her previous DOJ sources had said that after the Clinton 
iministration came into Washington, there were roadblocks put up around this 
*ferral, and that it had been their opinion that the RTC staff was attempting 
) do a legitimate job, but was being stymied by personnel at Justice for some 
»ason. She asked me if it was true that the Clinton's were named as 
itnesses on the referral; Z declined comment. She asked me it it was true 
iat the RTC had not been notified for months after the referral was allegedly 
aclined by the staff attorneys in DC; Z declined comment. 

told her that she would have to call you (Jane) in Public Affairs for any 
Iditional information, and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that X was in a 
.fficult position, for which X thanked her, and the conversation ended. 

found what she had to say very interesting. Zn the future, X'll comply with 
chard and Lee's wishes that Z not even listen to what a reporter has to say, 
>d just offer a no comment. However, when someone starts out with "X've 
en lied to by the Justice Department", it's human nature to wonder whether 
■ not its true. 

u~ endeth the lesson. 


IK® 
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January 6, 1993 


This document is a recap of a phone call that I just received from 
■■■■■■■, reporter whose opening consent 
was "I’ve just been lied to by the Justice Department." My consent 
was that. I would not be able to respond to any of her questions , 
but that I was fascinated by the fact that she thought she’d been 
lied to, so I would listen to what she had to say. 


She outlined her credentials, stating that she’d written a book on 
drug trafficking, and had covered the "peanut loans", Bert Lance, 
Billy Carter, Jinny Carter and the najor governmental agencies 
during the Carter adninistration. 


She’d been advised that I was the investigator on the case, and 
wanted to know which of the stories she’d been told by her sources 
at Justice were correct. Evidently, she had four former Justice 
sources who were there during the Bush adninistration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 

• . The referral was originally sent to DC as an "urgent report" 

for the Attorney Ceneral’s review, due in part to the 
political sensitivity of some of the identified names, stating 
that Banks felt his office had a confict of interest. (This 
coincides with what my letter fron Richard Pence states, and 
what Donna Henneman told me during our many conversations on 
the whereabouts of the referral) • There are conflicting 
stories about why Keeney wrote the meno referenced in the 
Schnidt/Isikoff story of 1/5; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken much sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton’s stood to benefit fron the 
check kite although they may not have had serious criminal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; Z told her no comment. 


She said that her former Justice sources advised her that 
Banks had never recused himself, and that CID/DOJ DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to get involved would 
"look to political" since it was right before and after the 
'92 election,: Her sources also indicated that DOJ now seens to 
be deliberately making it look like the referral was "vague" 
and "ambiguous", and not to be taken seriously* 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitmate concerns relating to the allegations contained the 
referral, but that when the Clinton administration came in, 
somebody started putting up roadblocks on the referral, and 
her source* didn't know where it wee coming from* 
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Her current Justice sources state that it was the line staff 
attorneys in CXD/DOJ DC that made the decision several nonths 
ago that the referral warranted no further investigation and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn't notified for nonths, which should have been 
corrected. 


went on to ask several questions, all of which Z 
replied I could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any information. Z stated that there were no nanes that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several nonths after it had been 
allegedly declined, and Z told her no comment. 

She said that she understood that Z was in a difficult position, 
and but that she needed all the help she could get. Z thanked her 
for understanding the difficultly of my position, advised her that 
Z understood that she was only trying to do her job as a 
professional, but that Z could not professionally or ethically sake 
any comment about the investigation. She offered her phone 
numbers, which X did not write down. She thanked me for my time, 
and hung up. 

Hy overall impression of this conversation was that she is very 
close to the heart of this story, and that she is almost on top of 
the "white paper" chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Ausen wa s present for the entire conversation that Z had with 
an< * suggested to me shortly before the conversation 
ended that Z terminate the call with a "time out" gesture. He and 
Richard Zorio both advised that if she included anything in her 
story regarding that fact that Z'd even listened to what she had to 
say, it woeld look bad for the RTC, and recommended that in the 
future, Z not even listen to what a reporter has to say. 

Z advised them both that Z felt that listening to what 
had to say provided valuable information, and that there was no 
point in being rude to the pre*s, anymore than there was any point 
in being rude to Justice or the FBX • "No comment" does not have to 
be offensive. Z further . stated that Z would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the imvestigatlon on which Z have spend the 
past two years as the lead investigator. 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of my personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Henneaan 
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of DOJ/Office of Legal Counsel /Ethics section, that 
is not far from the truth: it's beginning to sound 
or multiple "somebodies ' 1 are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up nay have already started months ago.. 
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January H, 1994 

MEMORANDUM 

Toe VkoPmUoas 

Adtaat Viet FnsUems 

Fra: JkktyM Iff/ 

. DWCEO Jp* 

te Madison Guaitay Savings and Lon Associate 


feu yaw 
W. Ogdoy 
0. WUntwtW 
n. Ummam 
A* NllOfl 
J. Lomas 
J.Mmmc 
XRtttoM 
J.OMMNIV 
•.KoopmtM 
^orCtvUitw 
J. Thompw 

J. HimMo n 


Ite BTC has itedvts anmaws nqaats for infomiMion as Madison Gammy Savings sad 
Loaa Association tad nlattd maaen. laurim CEO Ro|er Altman is eomninai la mending 
to theso requsstt u promptly and thoroughly u pouibla. 
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To: 

!c: 

See: 

?• m: 

l ject: 

Date: 
xttach: 
rertify: 
'orwarded by: 


L. Richara lor io# INVEST- 18RTCXC 

Dennis N. Cavinav#Asstts-fa§RTCDC 

Janes R. DudinetOper-invgRTCDC 
Madison Guaranty 

Tuesday, January 25, 1994 14:18:27 CST 
N 

L. Richard loriotINVEST-lfRTCXC 



:onnents by: L. Richard lor io# INVEST- 19RTCXC 

'orwarded to: Leo 0. Ausen# INVEST- 18RTCKC 

lichael X. Caron# INVEST- 1IRTCXC 
.. jean Lewis#lNVEST-l#RTCXC 
enneth W. Foust I INVEST- URTCKC 
sry M. Oav idson# INVEST- 18RTCKC 
arrell 0. Oenton# INVEST- if RTCXC 
ooMnti: 

YX. 


.................... — (Original Message} 

t the request of General Counsel Kulka and Oeputy CEO Ryan, PLS and The 
ashinqton Office of Investigations have established a teas to ascertain if 
n liability claims remain viable as a result of the recent legislation 
x .nding the statute of limitaions from two to five years. In this case the 
esurected statute expires at he end of February 1994. 

ary Watts of my staff, assisted by Tom Murray will be visiting your office 
nis week and next. Please give then access to all records and workpapers, 
nd to knowledgeable members of your staff, including records and documents 
nat are covered by a Federal Grand Jury Subpoens. 

ary and Tom will be working with a team of PLS attorneys headed by Sr. 
aunsel Mark Gabrellian and including Terry Arbit, Jim Igo, April Breslav, 
arl Gamble and Susanna Rigby. The objective is to complete the review of 
laime potential by next week. In addition the team will assist in compiling 
detailed history of events, ineluding the criminal referral and document 
ontrol issues, to assist RTC management in communicating in a factual and 
nified way to Treasury and Justice officials, the special counsel and to 
opropriate committees and members of Congress. 
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To: L. Richard Iorio#INVEST-l#RTCKC 

Lee 0. Ausen# INVEST- 1 IRTCXC 
Michael X. Caron# INVEST- 1#RTCKC 


— c: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Jaan Lew is# INVEST- 1#RTCKC 
U.S.Atty's off ica/Littla Rock 
Monday, Fabruary 7, 1994 9:41:03 CST 

Y 



This is to advisa you that I've had a convarsation this Morning with AUSA 
Flatchar Jackson of tha U.S. Attorney's offica in Littla Rock. I cal lad Nr. 
Jackson last vaak to saka an inquiry regarding Independence Federal Sa vings i n 
Batesv ille, Arkansas, out of which ha had prosecuted a case regarding 
Duane Kapford sent me a peso quite sons tine ago about another 


in having dona a preliminary review of Independence, that Edney was given 
impunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 


Mr. Jackson called Friday afternoon, and as I was out of the office, X 
intended to call his back this morning. Before Z had the opportunity to call 
him, he called me. 


'*«. discussed and he then changed the topic by asking me if 

Steve Irons had told ae last fall not to talk to Fletcher. 1 told him that I 
preferred not to answer the question. He then stated that he "didn't have 
*mch use for either Steve Irons or Gretchen Hall", and wanted to know what I'd 
oeen told. I advised him that Steve Irons had told ae last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
3ther for a while about Madison. I further added that it had been suggested 
co me by my management here that any questions directed to me by the U.S. 
attorney's office should probably come through Steve Irons or another FBI 
agent , and that since the FBI was my most appropriate contact, I should funnel 
response s to _any_guesti ons through them. Mr. Jack son made a comment that he 

and he was for 

some input from me. He didn't get any. 


Me then added that he'd spoken to Jeff Gerrish recently, and that Gerrish was 
"absolutely astounded” that nothing more was ever done criminally with 
4adison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; Z advised him that yes, I knew Jeff Gerrish, and no, Z was not 
aware of Mr. Gerrish's opinions regarding the prosecution of criminal actions 
>ut of Madison, and that X'd formed ay own conclusions on that point, and 
:hat's where they would stay - my own. I then advised Mr. Jackson that I did 
lot wish to discuss Madison Guaranty, and we could change the subject, or hang 
jp. He persisted, and Z explained to him that I'd developed a respect for him 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, I wasn't going to talk about Madison, we 
i hung up after a coridal goodbye. 
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To: 

Cc: 


Bcc: 

Proa: 

Subjoct: 

Data: 

Attach: 
Certify: 
Forwarded by: 


Xfepaas L. Hlndes#Legal-pls#RTCDC 
Janes R. Dudine#Oper-inv#RTCDC 
L. Richard lor io# INVEST- 1#RTCXC 
Gian A. Ptnrose#EXEC#RTCXC 
April A. Bras lav#Lega l-pls#RTCDC 
David G. Eisenstein#Legal-pls#RTCDC 
Russell P. Kaufman#Legal-Exec#RTCKC 
Philip J. Adams#LEGAL-PLS#RTCKC 

Julia P. Yanda# LEGAL- PLSIRTCXC 

Visit froa OCOS ra: Madison 

Wednesday, January 5, 1994 15:59:30 CST 

N 

L. Richard lor iol INVEST- 10RTCXC 



Comments by: L. Richard lor iol INVEST- lfRTCXC 

Forwarded to: Lee 0. Ausen# INVEST- lfRTCXC 

L. Jean Law is# INVEST- lfRTCXC 

Michael X. Caron# INVEST- lfRTCXC 

Jana M. JankovskifOLAfRTCXC, baa 

Coaaants: 

FYX. This is way out of line. I have already contacted woe and 
filed a formal coeplaint. 


— — — — - — — — [Original Massage] ——————————— 

Today at 1:30 p.m., Russ Kaufman and I received word that OCOS wanted to talk 
to ua about the Madison Guaranty "investigation". Ha mat with representatives 
>f both HOC and KCO OCOS: Leonard Nevmark (HOC) , Michael Kohn (XCO) and a 
third individual whose name I cannot now remember. Whan Russ asked who had 
sent them to talk to us, Mr. Nevmark replied that it had been his supervisor 
vho had sent then and who had instructed them to be "proactive" in dealing 
*ith the issues this case would raise. Mr. Nevmark indicated that they were 
not conducting an investigation, but rather an "inquiry". 

rhe first question they asked was who had made the criminal referral on 
lad i son Guaranty. Russ indicated that the referrals were made in accordance 
vith RTC policy and committed to providing Mr. Xohn with a copy of the RTC 
policy. There was no further discussion of the referrals. 

me second series of questions they asked dealt with what they characterized 
is "fitness and integrity" issues concerning the Rose Law Pin. First, they 
tsked what investigation PLS had done into the representations the Rose Pirn 
iad made to state regulators to convince the regulators that Madison should 
remain open. Z replied that PLS only investlqates Issues dealing with 
professional malpractice and that such inquiries would be made only in the 
rontext of conflict of interests issues involving outside counsel. X ..then 
explained that this case was not regionalized and that April had served as the 
*LS attorney on this case. Second, they asked who was the PDZC "conflicts 
:c act" on this case. Third, they asked what information we had concerning 
:h audit report the Rose Pirn had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
rost a Co. Again, Z told them that Z had no information concerning these 
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Our discussion lasted no mors than 10 ninutes. Russ and X than called Richard 
Xorio and discussed with his tha substance of our conversation with OCOS. 
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Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AR 72742 

Dear Jim: 

Pursuant to your discussion with Hillary Rodham 
Clinton, I am enclosing herewith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the rirst 
National Bank of Huntsville v. Madison Bank and Trust. 


CJGjrisg 

Enel. 


Very truly yours, 



C. J. Giroir, Jr. 


1 561 8 
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ROSC LAW FIRM 

ISO CAST rouffTM vmcr 
Limx ROCK. ARKANSAS 72201 

IN ACCOUNT WITH PHONC SOI 97SSIS1 

Docoabor 23, 1901 

Mr. Janos B. McDougal 
Chairman of tho Board 
Bank of Kingston 

Kingston, AB 72742 r „ Uvuifiution nmmkt 7 J. 0*38614 

BOB LEGAL services AND PROFESSIONAL ADVICE 
rondorod by Vincent Fostor, Jr. , Carol Arnold 
and Mary Ellon Russoll subsoquont to our 
billing datod Docoabor 23, 1981 through May 
IS, 1982 in connoction with tho mattor of 
First National Bank of Buntsvillo v. Madison 
Bank and Trust; Madison Chancery IE-81-112— — — — 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982s 


Long distance telephone $ 91.17 
Xerox charges 21.40 
Extraordinary postage 1.S8 
Package delivery expenses 8*70 
Supreme Court Clerk 100.00 
Computer Research 92.70 
Trevathan Printing Coapany 980.10 


Total costs-— 

TOTAL FEES AND COSTS 


CJC/sg 


8 5,000.00 


8 893.63 

8 5.893.63 
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memorandum 

February 7, 1985 

TO: Governor Bill Clinton 

FROM: Ola HeOougel 

Kathy called yesterday to ask for ay recommendations for two people 
to fill the vacancies on the State Savings and loan Board. 

For the industry position froa the 2nd Congressional Otstrict, 1 
recommend John lathaa. who is chairman of the board of Madison 
Guaranty Savings and loan Association. Mr. lathaa Is a CPA and a 
licensed attorney. He Is a aajor contributor to tyour campaign. His 
board <jf directors is SOS Slack, giving his institution the largest 
ainority representation of any financial institution in the state. 

For the consumer position froa the «th Congressional Olstrict, 1 
recommend Or. Jerry Kendall of Caaden. Or. Kendall is a popular 
figure at Caaden. His wife, Nancy froa Magnolia, is widely and 
favorably know. Their coaptete support of your adainistratlon is 
a certainty. 

Bill, we are down to only about IS state chartered savings and 
loan institutions and I aa about the only one around who has* any 
interest In this board. 

JRM/ss 



IS5ZQ 


I an eooorse T 
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Oecember 12, 1984 

Nr. Ron Proctor 
Citizens Bank 
P. 0. Box 28! 

Pllppin, Arkansas 72834 

Oaar Ron: 

>" tr 7 ,n « t« Htt with 

Bill and Hillary to sign tha note ranawal. 1 
have forwarded to the* by Messenger this nornlng 
tha nota and an anvalopa with which to forward it 
to you. 

Cach aonth wa will deposit Into our account at 
Pllppin an aaount sufficient to cover the Monthly 
paynent. ' 

T ?* n !L? 0# v,ry ■ ttCl * for P° #r Pittance and tolerance 
in this natter. 

Sincerely. 


Maas B. McOougel 
WHITEWATER DEVELOPMENT CO. 


JSNeO/ra 


I — oooorao | 
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MEMORANDUM 

April 18, 1985 

TO: John lathaa 

FROM: Jim McDoufal 

Z want this proforrod stock uttir cleared up laaedlately as I 
naad to fo to Washington to soli stock. 

JM/ss 





3200 



FROM: Jim KcOoufil 

SUBJECT: Harvay Ball Cara 


Ha wants ua to do a ltaalnc •rranfaatnt on pis funaral ears, pitaaa 
aaalfn aooaona to discuss tMa with hlo. Hla nuabsr ia J 76 - 1600 . 


Procaad with your Idas on tha subordlnatad notes, 
a daclalon on Madlaon Bank A Trust. 


Va naad to taka 


X naad to eloaa on ay houaa loan and eoaaarelal loan pronto I 
JM/as 
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January 7, 1985 


MEMO 



PROM: Jim 


1. Saa aa about Stava Salt h and Rolla Royca. 

2. Tou, Crag, and X naad to dlaouaa Saeurltlas Lleansa. 
first South has ona on by Its Sarvlea Corporation. 

3. Ask Crag how va gat a aarkat survay for shopping eantar. 

8. Va naad to talk about how to handla first payaant on tha 
90-day plan. 




JU 

JM/db 


| M€ OOOO gP^l 


1S524 
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July lip 

1983 

TO: 

John Uthaa 

FROM: 

J1a HcOoufil 


1 . This la poabably a good tiaa to taka la aoao 5-ytar 
aoaay eh tap. Ufa dlaeuaa rataa. 

S. I naaa ta know ovarything you havo ponding bafora 
tha Saeurltlaa Ceaalaalan aa t lntand ta gat with Hillary 
Clinton within tha naxt raw day a. 


JN/aa 
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INDEX TO TABS 


TAB A - December 9, 1993 letters from Congressman Leach to the 
Federal banking agencies requesting all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries. 

TAB B - March 8, 1994 letters from Congressman Leach to the 
Office of Thrift Supervision (OTS) and the Resolution Trust 
Corporation (RTC) requesting access to all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries, to 
prepare for the RTC Oversight Hearings. 

TAB C - March 10, 1994 letters from Chairman Gonzalez to the OTS 
and the RTC requesting that the agencies deny Congressman Leach's 
document request. 

TAB D - March 14, 1994 letters from Chairman Gonzalez to the 
Federal banking agencies and the RTC stating that the agencies 
need not answer questions concerning Madison at scheduled RTC 
Oversight Hearings. 

TAB E - March 1, 1994 letter copied to Congressman William 
Clinger. 

TAB F - Charts and other supporting documentation concerning 
Whitewater's losses to Madison. 

a . Charts 

* Total Arkansas State Chartered S&Ls from 1979 to 
1992 

* Madison Guaranty Rate of Growth 

* Asset Growth of Madison Guaranty 

* Payment of Clinton Loan by Madison Related Entity 

* Funds from Madison Financial Corporation to 
Whitewater 

* Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 

b . Other Documents 

* April 17, 1985 Board of Directors Meeting Minutes 

* July 1, 1986 Memorandum from Jim McDougal to John 
Latham concerning status of Madison Marketing 

* February 3, 1994 letter from Congressman Leach to 
Roger Altman with attached staff memorandum on 
links between Madison and Whitewater 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 

ONE HUNORED THIRO CONGRESS 

2129 RAYBURN HOUSE OFFICE BUIIOING 
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Nr. Andrew C. Hove 
Acting Director 

Federal Deposit Insurance Corporation 
550 17th Street, N.W. 

Washington, D.C. 20429 

Dear Mr. Hove: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist in this investigation, I request that the Federal Deposit 
Insurance Corporation (FDIC) provide access to all documents 
related to Madison and its subsidiaries. Such documents would 
include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes and minutes of meetings 
(including telephonic meetings), correspondence, electronic mail, 
and agreements the FDIC entered into with private sector firms to 
perform legal and other services related to Madison. In addition 
to documents in possession at FDIC-Washington, I request access to 
all documents related to Madison held at FDIC field offices. 
Furthermore, please provide the names and titles of all FDIC 
employees involved with the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 



Ranking Member 


\ 95 ffl 
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December 9, 1993 


Mr. Joe Madden 
Commissioner 

Arkansas Securities Department 

Heritage West Building 

Suite 300 

201 Cast Markham 

Little Rock, Arkansas 72201 

Dear Mr. Madden: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison). As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this' investigation, I request that the Arkansas 

Securities Department provide access to all documents related to 
Madison and its subsidiaries. Such documents would include, tut 
not be limited to administrative files, examination reports, 
interoffice memorandum, notes and minutes of meetings (including 
telephonic meetings), correspondence, electronic mail, and 
supervisory actions. Furthermore, please provide the names and 
titles of all State Securities Department employees involved with 
the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202*225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 

AW'QwL. 

James A. Leach 
Ranking Member 

IS29 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20815-4050 

December 9, 1993 
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Mr. Erskine Bowles 
Administrator 

Small Business Administration 
409 Third Street, sw 
7th Floor 

Washington, DC 20416 
Dear Mr. Bowles: 

I am writing in reference to the House Banking committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Small Business 
Administration (SBA) provide access to all documents related to 
Madison and its subsidiaries, the Whitewater Development 
Corporation, and Capital Management Services, Inc. Such documents 
would include, but not be limited to, administrative files, 
interoffice memorandum, notes and minutes and meetings (including 
telephonic meetings), correspondence, electronic mail, and loan 
applications and approvals. Furthermore, please provide the names 
and titles of all SBA employees involved with these entities. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 


es*. 


James"*. Leach 
Ranking Member 
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ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20915-4090 
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Mr. Jonathan Flechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street, N.W. 
Washington, D.C. 20552 

Dear Mr. Flechter: 


I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison). As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Office of 
Thrift Supervision (OTS) provide access to all documents related 
to Madison and its subsidiaries. Such documents would include, but 
not be limited to, administrative files, examination reports, 
interoffice memorandum, notes and minutes of meetings (including 
telephonic meetings), correspondence, and electronic mail. in 
addition to documents in possession at OTS -Washington, I request 
access to all documents related to Madison held at OTS field 
offices. 


Furthermore, please provide the names and titles of ail OTS 
employees involved with the examination and suoervision of Madison 
as well as those who were assigned to work with the RTC when the 
institution was closed in 1989. 


Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 

Sincerely, 

JanW^A. Leech 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 

ONE HUN0RE0 THIRO CONGRESS 

2129 RAYBURN HOUSE OFFICE BUH.0ING 
WASHINGTON. 0C 20513-4090 
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The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
15th and Pennsylvania Avenue, N.w. 
Washington, D.C. 20220 


Dear Mr. Altman: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries. 
Such documents would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC-Washington. 
I request access to all documents related to Madison held at RTC 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 

James* A. Leach 
Ranking Member 
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March I, 1994 



Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Strati* N.W 
Washington, D.C. 20552 


Dear Mr. Fiechter: 

I am writing in reference to the House Banking Committee*! statutorily mai- 

annual RTC Overrighs Hearings which are scheduled for the end of March. As you know 
a mgjar area of overeight at these hearings will be the failure and resolution of Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. Madison was taken ov« by federal 
regulators in March of 1919 and resolved by the Resohnion Tnut Corporation (RTC) in 
November, 1990. 

As ranking Member of the House Banking Committee, I request the OTS provide the 
Committee with access to all documents related to maditon and its subsidiaries. Members 
of the Committee will nsed access to this material to prepare for the upcoming hearings and 
to perform their ongoing overright responsibilities. (As 1 am sura you an aware, 
d oc ument s provided to the Ranking Member an available to the Committee as a whole 
under the Committee rules.) The documents requested would include, but not be limitad 
to, adminirirattve files, examination reports, interoffice memorandum, notes end ndnutee 
of meetings (Including telephonic meetings), correspondence, electronic mml, end 
agreements the RTC entered into with private sector contractors during the resolution of 
Madison. In addition so documents in pomearioa * OTS« Wtshinfi on, T request sccs ei to 
all documents reiatsd to Madison held at OTS field offices. Furthermore, please provide 
the names and titles of ell OTS employee* involved with the supervision of Madison. 

Please have your staff conmet Joe Seidel at (202)224-3241 or Mike McGaxiy I! (202)223- 
225110 disc uss airi ngsmana to review the iftwmaarioncd documents as soon aspomftta. 
As you sre eware, I have previously requeued access to them docuaM B ftr uaa m 
performing other Committee functions. My Anal letter concerning that requtg. was 
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yesterday, March 7, 1994. If the agency decides to comply with that request, 
we will, of course, consider this request satisfied as welL 

your aanance and look forward to your 

Sincerely, 


iaee\ Leach 


Ranking Member 


JAL:jls 


cc: Henry B. Gonaltt 

Qm amm 

Commiitee on Banking, Finance 
and Urban Affairs 

2413 Riybura Horn* Offic. Building 
Vatagin, DC 20915 
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Merck 8. 1994 


JohnE. Rytn 

Deputy Chief Executive Officer 
Resolution Trust Corporation 
101 • 17th Street, N.W. 
Washington, D C 20434 


Dev Mr. Ryan: 


I am writing in reference to the House Banking Committee's statutorily mandated, semi-ammai 
RTC Overnight Hearings which are scheduled for the end of March. As you know, a major area 
of overaght at these borings will he the failure and molutaoo of Madison Guaranty Savings and 
Loan. Little Rock. Arkansas. Madison was taken ovar by federal regulators in March of 1919 
and resolved by the Resolution Trust Corporation (RTC) b November, 1990. 

As ranking Member of the House Banking Committee, 1 request that the RTC provide the 
Committee with access to all documents relaied to madison and its subsidiaries. Members of the 
Committee will need accev to this material to prepare for the upcoming bevings and to perform 
their ongoing oversight responsibilities. (As 1 am sure you tre aware, documents provided to the 
Ranking Member arc available to the Committee as a whole under the Committee rules.) The 
documents r eq u es t ed would Include, but not be limited to, administrative film, examination 
reports, interoffice memorandum, notes and minutes of meetings (including telephonic meetings), 
corapondenee, electronic mail, and a g r e e m en ts the RTC entered into with private sector 
co ntract o r! during the r es ol ut io n of Madison. In addition to doctmams in po im eian at RTC* 
Washington, 1 request access to all documents related to Madi son hdd it RTC field offices. 
Furthermore, please provide the names sod tides of all RTC employees involved with the 
dupositJon of Madison. 

Please nave your staff contact Joe Seidel v (202)226*3241 or Mike McOany at (202)225-2238 
to discuM ne ngatn a m s to review the a for a mantion e d dneumemt u soon ae posribb. As you 
are aware, 1 have previously requested a cc es s to these documeota for use in performin g ocher 
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Mr. Ryu 
Page Two 
March 1, 1994 

Committee fractions. My Anal letter concerning that request, was forwarded yesterday, March 
7, 1994. If the agency decides to comply with that request, we will, of course, consider this 
request satisfied as welL 

I appreciate your esastmcc and look forward to your ooopcntion. 


Sincerely, 



Ranting Member 


JALijls 

cc: Henry B. Gonzalez 

Chairman 

ftw wm i H — on Banking Finance 
mil Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20313 
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U S. HOUSE OP REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND UflSAN AFFAIRS 
ONE HUMORED TWRO CONGRESS 

StSS RAYBURN MOUSE OFFICE BUILDING 
WASHINGTON. OC 20S1S-40S0 

March 10, 1994 


Mr. Jonathan Fiachtar 
Acting Dir actor 
Office of Thrift Supervision 
1700 6 Street, W 
Washington, O.C. 20BS2 


Dear Mr. Fleehtert 



You have recently received letters from Congressman Jin Leach 
requesting aooese to all documents you possess concerning Radlson 
Guaranty Savings and Loan and its subsidiaries. Ths Karen 8, 1994 
lettar states that, •Members of ths Committee will nasd access to 
this material to prepare for the upcoming (RTC oversight] hearings 
and to perform their ongoing oversight responsibilities.* 


This lettar la to inform you that the Banking Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related matters at this tins. Mr. Leach's requests do r.ot 
constitute a Rule X or Rula XX investigation under the House Rules. 
a hearing does not provide the basis for a member of Congress to 
obtain documents to which ha or aha is not otherwise entitled. I 
will request any information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board Oversight 
hearings pursuant to section 21A(k)(6) of the FHLB Act and will 
make it available to members of the Committee, as appropriate. 


Z trust that you will give Congressman Leach* a requests the 
consideration they merit and extend to him the same courtesies you 
would extend to any member of Congress. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
OM 4UN0AS0 THIRD CONGRESS 

2121 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON, OC 20S1B-B0BO 

March 10. 1994 



John E. Ryan 

Deputy Chief Executive officer 
Resolution Trust Corporation 
SOI 17th Street. MV 
Washington. D.c. 20434 


Dear Mr. Ryans 


You have recently received letters from congressman Jin Leach 
requesting aooess to all documents you possass concerning Madison 
Guaranty Savings and Loan and its subsidiaries. Tha March S, 1994 
letter states that, ’•Members of the Committee will need access to 
this material to prepare for the upconing [RTC oversight] hearings 
and to porfora their ongoing oversight responsibilities. * 


This letter is to inrorm you that the Banking Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related natters at this tine. Mr. Leach's reguasts do not 
constitute a Rule X or Rule XI investigation under the House Rules. 
A nearing does not provide the basis for a member of Congress to 
obtain docunsnts to which ha or she is not otherwise entitled, z 
will request any information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board oversight 
hearings pursuant to section 21A(k) (6) of the PHLB Act and will 
oaks it available to members of the Committee, at appropriate. 


I trust that you will give Congressman Leach's requests the 
consideration they merit and axtand to him the seme courtesies you 
would extend to any member of congress. 
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March 14 , 


1994 


Mr. Andrew c. Hove Jr. 

Acting Chairman 

Fadaral Deposit Insurance Corporation 

Member, Thrift Depositor Protection oversight Board 

550 Seventeenth Street, N.w. 

Washington, D.C. 20429 


Dear Mr. Hove: 

You have previously been invited by letter dated March 3, 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. 1 expect that Republican 
members of the Committee may use the opportunity of the Oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter will not be considered pertinent at the 
hearing and need not be ansvered by you. 

Z was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
Committee could oversee its activities. The recent appropriation 
of funds to the BTC, the management reforms, and FDXC-RTC 
transition measures required under Public Lav 103-24 clearly 
require tte complete and full attention of the Committee in order 
to have e successful Oversight Board hearing* Z intend to keep the 
hearing so focused. 

Z look forward to your March 24, 1994 appearance. 
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The Honorable Alan Greenspan 
Chairman, Board of Govarnors of tha 

Fadaral Raaarva System 

Member, Thrift Dapoaitor Protaction Oversight Board 
20th and Constitution Avenue, N.u. 

Washington, D.C. 20551 

Daar Mr. Graanspan: 

You have previously baan invited by letter datad March 3, 1994 
to appear before. tha" Committee on Banking, Finance and Urban 
Affairs for tha purposa of tha semiannual appaaranca of tha Thrift 
depositor Protaction Ovarsight Board. X expect that Republican 
members of tha Committee may usa tha opportunity of tha Ovarsight 
Board hearihg to pursua extraneous mattars, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are tha subject of pending 
investigations by Special Counsel Fifkii or other lav enforceaent 
authorities, or other extraneous matters not, specifically! set forth 
in section 21A(k) (6) of the Fadaral Home Loan BAhk Act or the March 
3, 1994 invitation lattar will not be considered pertinent at tha 
hearing and need not be answered by you. 

I was the primary sponsor of tha provision to require tha 
Ovarsight Board to appaar on a semiannual basis so that tha 
Committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103*24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Ovarsight Board hearing. I intend to keep the 
hearing so focused. 



Chairman 
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Mr. Jonathan Fiachtar 

Acting D tractor 

Office of Thrift Suparvision 

Member , Thrift Depositor Protection Oversight Board 
1700 G Street, N.W. 

Washington, D.C. 20552 

Dear Mr. Fiachtar: 

You have previously bean invited by latter dated March 3, 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the committee may use the opportunity of the oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3 , 1994 invitation letter will not be considered pertinent at the 
hearing and need not be ansvered by you. 

I was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FD1C-RTC 
transitioa measures required under Public Lav 103-24 clearly 
require tbs complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. X intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 



Henry B. Gonzales 
Chairman 
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March 14, 1994 


INOUMUI 


Tha Honorable Lloyd Bantsan 
Sacratary of tha Traasury 
Chairman, Thrift Dapositor 

Protaction Ovar sight Board 
1300 Pannsylvania Avenue, H.W. 

Washington, D.C. 20220 

Daar Mr. Sacratary: 

You hava praviously baan invitad by lattar datad March 3, 1994 
to appaar and tastify bafora tha Coamittaa on Banking, Financa and 
Urban Affairs for tha purposa of tha saaiannual appaaranca of tha 
Thrift Dapositor Protaction Ovarsight Board. That lattar spacif its 
in datail tha mattars to which you should dir set your testimony. 
I expect that Rapublican maabars of tha Coamittaa aay usa tha 
opportunity of tha Ovarsight Board haaring to pursua thair stated 
intarast in extraneous natters, including Madison Guaranty Savings 
and Loan. Any questions regarding Madison Guaranty Savings and 
Loans, matters that are the subject of pending investigations by 
Special Counsel Fiske or other lav enforcement authorities, or 
other extraneous matters not specifically sat forth in section 
2 lA(k) (6) of tha Federal Hoaa Loan Bank Act or tha March 3, 1994 
invitation will not be considered pertinent at tha hearing and need 
not be answered by you. 

2 was tha primary sponsor of tha provision to require tha 
ovarsight Board to appaar on a semiannual basis so that tha 
Committee could oversea its activities. Tha recant appropriation 
of funds to the BTC, tha aanagamant reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of tha Committee in order 
to have a successful Ovarsight Board hearing. I intend to keep tha 
haaring so focused. 

X look forward to your March 24, 1994 appearance. 
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March 14, 1994 
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Tha Honorable Roger Altman 
chief Exacutiva officer 
Resolution Trust Corporation 

Member, Thrift Depositor Protection Oversight Board 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

You have previously been invited by letter dated March 3, 1994 
to appear before the Committee on Banking, Plnance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the Committee may use the opportunity of the Oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are tha subject of pendinc 
investigations by Special Counsel Fisks or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter will not be considered pertinent at the 
hearing and naad not be answered by you. 

I was the primary sponsor of the provision to require the 
oversight Board to appear on a semiannual basis so that the 
committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. I intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 



Chairman 
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Over (lie period December 1979 to December 1992, the number of stock state-chartered 
thrifts in Arkansas declined from thirty-three, with assets of $961,002,000 to three, with 
assets of $146,072,000. (Source: OTS Documents) 
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Sources OT8 Documents 



Payment of Clinton Loan by Madison Related Entity 
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Source Whitewater Development Corporation check ledgers /Whitewater Development Corporation cancelled checks 




Funds from Madison Financial Corporation to Whitewater 
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Trust Corporation records. 




Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.ra. at the offices of 

Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing' prepayment of Jim 

McDougal's bonus. After a full discussion, the 

following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 

A 

£ 771 > 

Chairman ' ' 
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Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

I am in receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies 1 * with regard to 
Madison's failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review ell Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater), but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
president la lly appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension, Congress 
last year extended the statute of limitations for civil lawsuits 
brought against S&L wrongdoers. As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XI of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know, 
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on December 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 



J\ME5 A. LEACH 
Ranging Member 


JAL:gp 

Enclosure 
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MEMORANDUM 


TO: Congressman Leach 

FROM: Banking Minority Staff 

RE: Madison Guaranty ("Madison") 

In reviewing documents related to Madison in the possession of 
Minority Banking, ve have come across material which may indicate 
direct payment of a loan of Bill Clinton's by Madison through a 
subsidiary* 

Since the Minority's investigation is concerned with the possible 
misuse of federally insured funds to assist Whitewater and/or the 
former Governor, we thought we should share the following 
information with you* 

SUMMARY 

Based on documentary evidence available to the Minority, it 
appears that Madison Marketing served, in at least one instance, 
as a conduit of funds from Madison Guaranty to Whitewater and 
Governor Clinton* If this is correct, it would appear that 
insured funds from the failed Madison Guaranty were diverted and 
directly benefitted the Governor and his investment in 
Whitewater, a claim Clinton had denied. 

DOCUMENTATION 

* In 1983, Bill Clinton obtained a loan from Security Bank of 
Paragould, Arkansas for approximately $20,800 (loan #975- 
585, Bill Clinton). The money from this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for the 
purpose of constructing a modular home on lot #13 at 
Whitewater Estates* The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000* 

* On November 8, 1985, James McDougal sent a letter 
accompanied by a check to Charles Campbell, Vice President 
of Security Bank of Paragould, for $7,322.42* The letter 
from McDougal states that the check is principal and 
interest payment on "Note #957-585, Bill Clinton* ■ [Note: 

It appears that the loan number is a typographical error 
with the superimposing of numbers 5 and 7 in the first three 
digits*] 
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* The check McDougal enclosed with his letter to Mr. Campbell 
is a Whitewater Development Corporation check dated November 
7, 1985. The loan number referenced on the memo portion of 
the check is "Note *975-585." 

* According to the check ledgers for the Whitewater 

Development Corporation (WDC) , the corporation's checking 
account had the following balances: $189.50 on 10-10-85; 

and, $12.49 on 10-31-85. However, in order to cover the 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

* A 1986 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
. . . appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money. " 

"Mr. Latham [an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal [a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments. " 

CONCLU0XOM 

Given the above circumstances, it would appear that federally 
insured deposits (i.e«, funds from Madison Guaranty through 
Madison Marketing), which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewater 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
"affiliate" of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
"unaffiliated" entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents ve have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 

Attachments 
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P.e. jO 6 7 0 PARAGOUIO. ARKANSAS 72450 
501-239-9571 

September 50 f 1985 


Governor Bill Clinton 

1800 Center 

Little Rock, AR 7220S 

Dear Governor Clinton: 

Enclosed is a copy of our check #12677 in the amount of 
$20,800.00 representing the proceeds of your note. The 
original was mailed to: Madison Bank 6 Trust, Kingston, 
Arkansas. 



Charles D. Campbell 
Vice President 
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JIM McDOUGAL 
P. 0. Box 1583 
Little Rock, Arkansas 72203 
November 8, 1985 



Mr. Charles 0. Campbell 
Vice President 
Security Bank 
P. 0. Box 670 
Paragould, Arkansas 724SO 

Re: Note #957-585, Bill Clinton 

Oear Mr. Campbell: 

Enclosed is a White Water Development Corporation check 
for $7,322.42, representing principal payment of $5,000 
and interest payment of $2,322.42, on the above note. 

Thank you for your attention to this matter. 

Sincerely, 

Jim McOougal 


JM/ss 

Enc 
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federal llo«t loan B.iiik Bond 

RtronT or cramimation 
COWtHTS 


rr.m 


I lifer mat i on concerning the Institution's policies, piaccices and 

considered to ho v( supervisory Inierest or concern, Is shown b»»low. 

A. Ob l«»c t i onwb to Conflicts of InUrest 

Conflict • of interest involving James McDoogal. 5usan Mclhmril, and william 
Henley have been Hetriment.il to the safety and soundness «f the Insti- 
tution. These individuals arc in control of the Institution <M.»di«on 
Guaranty) through their stock ownership. James HcDou|«l owns 61.52 »»f th» 
outstanding Madison shares. Ills wife. Susan McDougel, owns 17.62, and her 
brother , William llenl»v owns 0.52. In addition tn l»is owns t ship control. 
Mr. McOougal . as resident of the Institution's subsidiary (Madison 
Financial), has complete control of the land development projects discussed 
in comment 0. 

this rent to I •••tabled Mr. McPcugal to structure the dc ve I •••**nt end 
f i nine t nr of Hie proi-cts so that substantial cash payments could b* 
diverted to himself, 'tM.ni McPoitpsl. William Henley ai'd ethers. These 
payments have diiectly benefited these individuals, but Madison Guaranty 
has received little or uothiug in return, though they have been simctuted 
to svnid specific Insurance Regulations, these payment » ate contrary to the 
general policy of the fillB0 concerning conflicts of interest as stated in 
Insurance Regulation 5M.I and FHLBB Mtsni iiiHum R-I®a. 

Mans of these payments have been funueled through hnsiness entities which 
a i • owned or contiolled by the HcDougal*. employees, relatives of 
••mployen*, or close friends of the McOoueals and Henley. In the report, 
t •• I ernnee will !•<• made to these individuals as the McDougal -llenlry Group, 
thouth the activities of these business entities may be appiopriite for a 
savings and loan institution tn perform, the advantage* associated with 
the«e activities accrue to the HcOougals and llenley, rather than Madison 
Cu.tr ante. As such, these arrangements are eontrary tn the Fltt.RS's policy 
concerning appropriations of corporate opportunity as explained hy 
Insurance Regulation 5)1.0. 


Mr. McOougal stated that there were no violations of the rnnMict of 
interest regulations. 

There or- several of these business entities, none of whi«h are disclosed 
on the Crimination Management Questionnaire. The investigation «f these 
businesses remains incomplete, for example, the amount of Madison Guaranty 
lean proceeds going to many nf tlie entities is unknown. Fotc.*l i «**'- 
Mfitive i .wees have been printed; in this rase, under Wtion <d>l(mH7) of 
th- Nst tonal Housing Act. Cutrent findings, with resp-ct to three of the 
more important business entities, are discussed below. 
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Payment of Clinton Loan by Madison Related Entity 
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Source: Whitewater Development Corporation check ledger* /Whitewater Development Corporation cancelled check* 




3250 


MEMO 


July 1, 1986 

TO: John Latham 

FROM: Jim McDougal 

MADISON MARKETING 

When the service corporation undertook its first land development 
project in the spring of 1983, it was determined to primarily 
advertise the home sites through the use of television. The firm 
of Rothman and Lowery was retained as Madison's advertising 
agency* Because her education is in speech and drama, Mrs. 

McDougal assisted in preparation of copy for the commercials, 
appeared in the commercials, and assisted in editing the 
commercials. She either wrote or rewrote ail newspaper copy to 
advertise the subdivision* Until the summer of 1984, the 
corporation undertook the development of other subdivision in 
addition to Maple Creek Farms. 

During this period the creative audio and visual quality of the 
production produced for the media by Rothman and Lowery 

progressively deteriorated. Additionally, the firm freauently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, after advising the board of directors of the 
savings and loan and after seeking the legal opinion from counsel, 

Mrs. McDougal formed Madison Marketing. She undertook, with hirea 

assistants, the writing of copy, taping of spots, and placement of 
advertising for both the savings and loan and the service 
corporation. For the work she received exactly the same fee wnicr. 
had been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or the 
writing of newspaper copy. 

Additionally, she negotiated a much Lower rate structure with the 
television stations than the company had been paying when the aas 
were placed through Rothman and Lowery. In late January, .935. 
^ rs . McDougal permitted Madison Marketing to become a subsidiary 
of Madison Financial Corporation. Because Madison Marketing was at 
this point a "recognized agency" by the electronic media, this 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McDougai 
continues to perform all the aforementioned duties in connection 
with the comoany 1 s advertising at no fee. 
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- Memo, John Latham/Jim McDougaL 
July 1, 1986 


MADISON REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman's better salesmen desired to remain at Maple 
Creek and continue selling. However, Arkansas Law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McOougal holds a valid broker's license. 
In 1983, her license was held under the name "McOougal Real 
Estate" although she was not actively involved in the sale of 
real estate at this time. 

Upon the termination of Mr. Perryman’s activities, Mrs. McOougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly ownea 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McDougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
ALthough it is normal practice that the supervising broKer 
receives at least thirty percent of commissions generated by :he 
salesmen under their supervision, Mrs. McDougal charged no such 
fees. The only fees Mrs. McDougal has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

~o reason Enterprises is a soie proprietorship owned by Z::.< 
Sorenson. Mr. Sorenson is a general contractor engaged .n 
construction and landscaping work. He built the sales office fee 
the subdivison at Camden known as Greentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions ;n 
-southern Arkansas, he supervised the painting and erection of 
sizns in entranceways . He employed in these subdivisions a crew 
of men engaged in selective clearing of trees, planting of grass, 
ana the general beautification of the subdivisions. Concurrent 
-jith this activity, Mr. Sorenson was engaged in building houses 
for other persons unrelated to this company. 

3ecause of the observed quality of his workmanship, he was oLacea 
under Mr. Dutton's command at Little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. When the 
comoany undertook the development of Castle Grande Estates. an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 

monthly fee would suo«rvis« th« aas«rablin; of the modular 
houses and these duties involvea the preparation of footings ina 
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Page 3 • Memo, John Latham/Jim McDougai 
July 1, 1986 

foundations , the adding of brick trim, and supervision of 
correcting any defect in the workmanship of the house, and 
supervision of the installation of central air conditioning and 
utilities. 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very large 
masonary building located on several acres with two producing gas 
wells in Madison County just south of the county seat or 
Huntsville. Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation. 

MASTER DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street. Two stockholders have 
extensive experience in real estate development and sales. These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast-food outlet to serve the several hundred industrial and 
service employees presently employed within 1,500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For the same reasons outlined above, need is indicated for a 

convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conducted an extensive market survey which has concluded that 
such a facility located on subject property would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres >f 
the property to a building supply and insulation firm. 

The preliminary master development plan for the business park :o 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development last year, 
were so heavily overgrown with spruce trees and other foliage, 
that our sales people were finding it difficult to walk - u 
prospects from the road to the ocean therefore, greatly * 
the sale of frontage lots. 
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July 1, 1986 


Additionally, the density of the foliage prohibited a view of the 
ocean from the interior Lots Lying immediately behind the ocean 
front Lots, thereby diminishing the value of those lots because of 
this Lack of view of the water. 

Initially, unsuccessful attempts were made to employ timber 
cutters with chain saws to selectively clear the ocean front lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
using this method and further determined that this process 
distracted from the beauty of the lots because it left them 
covered with stumps, another solution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to prepare lots for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of overcoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to the proper method of selectively clearing the lots and 
removal of the rsulting debris from the lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every lot he caused to be prepared in his first week 
of work was sold that weekend. His additional duties involved 
building driveways which permitted access from the main 
thoroughfare through the Lot to the water's edge. 

The company owns a Large tract of land abutting the highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. When 
this sort of dear cutting occurs on that island, a large bushy 
plant, which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horsepower tractor then attached a device known as a "tree eater" 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the value of our entire property. Mr. Randolph Left the 
tractor he purchased at Campobello where it is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 

JM/ss 

Att 
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ADDITIONAL SUPPORTING 
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8TATEMENT OF THB HOMORABLB JAMES A. LEACH 
ZEDBX OF SUPPORTING DOCUMENT 8 1 
MADZ80M GUARANTY 8AVZNG8 AND LOAN 
MARCH 24, 1994 


1. Notes of Conversation between L. Jean Lewis and April Breslaw, 
February 2, 1994. "(T)he 'head people' , would like to be able 
to say that Whitewater did not cause a loss to Madison, but 
the problem is that so far no one has been able to say that to 
them.” Describes losses to Madison caused by Whitewater. 

2. Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Whitewater Development.” 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name -- "Madison Marketing" 
(July 25, 1986). 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation with AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC Internal Memorandum, May 19, 1993. Additional 
conversation with Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 

Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison matter forwarded to 
Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations.” 

10. RTC-KC E-Mail, May 26, 1993. FollOV-up call from Donna 

Henneman (DOJ) • RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and was highly 
prosecutable.” Henneman was growing increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had come in, and couldn't understand why she was 


1 Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 

195T8 



3256 


having such a hard time tracking where the referral and 

exhibits had gone. 

11. RTC-KC E-Mail, June 8, 1993. Conversation with Donna Henneman 
(DOJ) • Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas.” Referral sent to Frazier for review and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ). Package returned from Frazier. Frazier 

appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) • Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. Ho 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 
Henneman (DOJ) • Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals with 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ) . DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to U.S. 
Attorney in Little Rock. Henneman will confirm this in 
writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ) • Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters with addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation with FDic- 

Meaphis concerning Exam, Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation with Donna 

Henneman (DOJ) • Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

20. Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 
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to L. Jean Levis (RTC) . Declination letter on the Madison 
referral. 

21. Letter of November 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination letter 
and the stipulation from October 27th letter that the matter 
vas concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence betveen RTC and DOJ. 

22. RTC-KC E-Mail, November 10, 1993. Notice of nev RTC lead 

investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Povers That Be have decided that I'm 
better off out of the line of fire ..." 

23. RTC-KC E-Mail, November 15, 1993. Transmittal of vhite paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges nevs article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting vith 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just hov good this case is, and hov he 
can best deal vith a very sensitive political situation.” 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (FDIC-Memphis) • Seeking information on banks involved 
in loan svapping. 

26. RTC-KC E-Mail vith attachment, January 6, 1994. Discussion of 
contact vith reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to RTC vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 
review team. 

29. RTC-KC E-Mail, February 7, 1994. Conversation vith Little 
Rock U.S. Attorney's office. ”(H)e'd spoken to Jeff Gerrish 
recently, and that Gerrish vas 'absolutely astounded' that 
nothing more van ever done criminally vith Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
"FYI. This is vay out of line. I have already contacted woe 
and filed a formal complaint.” 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
James B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. N Kathy called yesterday to ask for my 
recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. . . • Bill, we are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board." 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.) to Ron Proctor (Citizens Bank). "I have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment." 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
"Z want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock." 

35. Memorandum to John Lathan from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank 8 Trust." 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
I need to discuss Securities License. First South has one on 
toy its Service Corporation." 

37. Memorandum to John Lathan from Jim McDougal, July 11, 1985. 
"I need to know everything you have pending before the 
Securities Commission as I intend to get with Hillary Clinton 
within the next few days." 
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Notes from the convereet ton between RTC Senior Criminal Investigator t. Jean 

Lewi* and FDXC Attorney April Bceslaw on February 2. 1994, from approximately 

3:50 p.m. until 4:35 p.m. 

• April stated that "the people at the top- keep getting asked about 
Whitewater, which seems to have become a catch all phrase for Madison and 
it * s related investigations. She said that eventually -this group* is 
going to have to make a statement about whether or not Whitewater caused 
a loss to Madison, but the fact that Whitewater had no loan at Madison 
provided less potential for a loss. April stated very clearly that Ryan 
and Xulka (?), the -head people-, would like to be able to say that 
Whitewater did not cause a loss to Madison, but the problem is that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an -honest answer-, but that there were certain answers 
that they would be -happier about, because it would get them off the 
hook.- 

• April felt that it would have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of the account, and made a reference to the end resulting netting 
itself out. She asked about Greg Young's work papers on the Maple Creek 
Farms reserve for development analysis, and how it didn't seem to have any 
apparent tie to Whitewater. I concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 

• She inquired about the $30,000 check to Jim McOougal from Whitewater in 
5/85, and about the disposition of the funds. X explained the transaction 
as I know it: the $30,000 had been converted to a MCSftL cashier's check, 
which was subsequently endorsed by flHHHHBIBand deposited to Riggs 
National Bank. X explained that when the cheek was fores paid, the 
Whitewater account was overdrawn by over S28.000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
McOougal, deposited directly to Whitewater on McOougal ‘s orders. 

• She asked how we could get to a clear cut answer as to whether or not 
Whitewater caused a loss to Madison. I stated that, as far as I am 
concerned, there is a clear cut loss* I also stated that any attempt to 
extract Whitewater as one entity from the rest of the HcOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that X would produce the answers that were 
available, but that X would not facilitate providing "the people at the 
top* with the "politically correct answers just to get them off the hook-. 

• She. asked questions about the specifics of thm checks going through the 
Whitewater account. X stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make loan payments. I also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would easily 
exceed $ 100 , 000 , given that $70,000 had gone out of the account during the 
six month window time frame. I further added that the end loss result from 
the entire scam, using all 12 companies/entities, would be hundreds of 
thousands of dollars in what were essentially unauthorized loans. 

• X stated that if she wanted me to tell her. unequivocally, that Whitewater 
didn't cause a loss, X could not do that. X could only re Iterate the 
allegations contained in the referral, which are based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorized loans that McOougal 
made, through the check kite, to entities in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the same business partners that knew they had real 
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estate ventures that war a not cash flowing, but that also knaw their 
mortgages and/or notas wara somehow being paid* I pointed out that these 
business partners are intelligent individuals, the majority of them being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. I posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and you alao know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit) Would you just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn’t you wonder even more if you knew that 
your business partner's main source of income, an s4i, was in serious 
financial difficulty, which by 196S was fairly co mm on knowledge? 

We discussed the initiation of the MGSL invent igat ion, and how evidence of 
the check kite came to light. Z explained that after reviewing a series 
of checks, all of which noted "loan" in the memo field, Z discerned a 
pattern that looked like a check kite, and proceeded to trace funds 
through the various accounts, which is a standard investigations 
procedures. The end result was the referral alleging a massive check 
kite. I also advised April that I had been told by both the u.s. 
Attorney's office (Mac Dodson), and the FBZ (Steve Irone) that this was a 
highly prosecutable case of check kiting. I also told her that I disputed 
the declination of that referral on the basis of "Insufficient 
information". She commented that "that's what Crand Juries are for", and 
Z pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open a case before they would start Grand Jury 
proceedings. 1 also noted that I found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 


15683 



3261 



MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17 f 1985 


The Board of Directors of Madison Financial Corporation 
met on April I7 t 1985, at 1:00 p.m. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing* prepayment of Jim 
McDougai*s bonus. After a full discussion, the 
following resolution *as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 
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State of Arkansas 

OFFICE OF THE SECRETARY OF STATE 


APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


filed 

JU12’»K 


T« W.4. •w McCuen 
SieiiUiy ol Stale 
Stale Capitol 

Utile Rock, Arkansas F220M0M 


W. I “Bltf McCUEN 
sceacTAjtt os stak 

* 


Pursuant to the provisions of Sactlon 95 of Arkansas Business Corporation Act. (Act S76of 1965). 
the undersigned corporation hereby applies for the registration of the use of a fictitious name and sub- 
mits herewith the following statement: 


1) The fictitious name under which the business is being, or will be conducted by this corporation is: 

Madison Marketing 

2) The character of the business being or. *o be conducted, under such fictitious name is: 

advartlalnf and public r at ions 

3) a) The corporate name of the applicant 

Madison Financial Cora, 

b) The State ol incorporation Is: 

Arkansas 

c) The location (giving city and street address) of the registered office ol the applicant cor potation 
in Arkansas is: 

2124 First Ca-rcinl Bulldlm 

rit r Little leek. 

State ** 

a) The applicant stales that ilk Is a foreign rorporalion that it is admitted to and aulliottxed to do busi- 
ness m the State of Arkansas. 

5) The tiling lee in the amount of $10.00 is enclosed. 


Name of A p pic a nt Corporation: 


Signature 


nrilton nwntitl^omfiUwL- 

f 0 >ok 1503, Little lock. At 


72203 


SEAL 
ATTEST 


: * ^ sacmTAnv 


t»— TRUCTIONS: 


• ,Aare this tone in dupkcatai sand to Secretary of Stale’s Office. Stale CapeoiLklle Rock. Arkansas Oupkcaie 
copy wSl be returned lo the c o rp o m ion and mum be We d w i m ttie County Clerk, (not required in Msfci County | 
ol the County m which the Corperedon'a regie rred odke ie lo c a t ed. 
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J /09/91 
to 

3/23/92 


2/25/92 

to 

4/15/92 


4/20/92 

to 

4/24/92 



criminal :. vvrsr : cAr:vg chronology or p/cnts 


Madison Guaranty Savings i Loan CHGSL •) and it's alleged ei«i to 
Nhitewater Development Corporation ( * Whitewater* ) And Mill 9 Hillary 
Clinton were reported in a 3/9/92 Now fork Times Artiela by Jott 
Gorth* NGSt ov nor and board chairman , Jamoa B. McDougal, had boon 
previously triad and acquitted on bank fraud charqoa m 9/90. 


Inquiriaa regarding c hoao tioa omanatod from both RTC Investigations 
in Washington, O.C., and tho formor Oiroctor of tho Tulsa 
Consolidated Offico. Tho Washington inquiry wont through tho Kansas 
City Regional Investigations Office ce tho Tulae Consolidated 
Investigations office, who was responsible tor investigating tailed 
Arkansas thrifts. The question was raised as to whether Whitewater's 
relationship with MGSL had been reviewed, and were there any 
resulting losses or potential criminal activity documented. As a 
result of this inquiry, the Tulsa office criminal investigator 
assigned to the Arkansas thrifts was asked to work with the civil 
investigator in reviewing the completed investigative findings to 
date. Over a two week period, the criminal investigator reviewed all 
thrift records obtained from the institution at the time of 
conservatorship which were stored in eA# Tulsa office . TAtsn 

records included the available Board Minutes, committee and 
subsidiary minutes. Fidelity Bond policies, FHLB exams from prior 
years, outside audits, legal correspondence files and various 
limited loan files. No mention was found of any Whitewater 

relationship with MGSL. 


During this time frame, Tulsa Investigations learned that a former 
MGSL employee, subsequently (and still ) an attorney in cA» 
employment of J Little Rock law firm handling extensive litigation 
in Arkansas for the RTC, had allegedly fabricated at least two years 
of minutes for an MGSL subsidiary, Madison financial Corporation 
CMfC 9 ). The criminal investigator was asked to review daily 
records created by the former employee, who was at eA«c time the 
executive assistant to former MGSL president, John Latham. Latham 
pled guilty to one charge of bank fraud in 199 9. Copies of the 
former employee's records had been shipped eo Tulsa, where it would 
be determined if further investigation was appropriate. An 
affirmative decision was reached during the first week of 4/92. 
while this review was being conducted, the civil investigator was 
reviewing additional Madison records stored m Little Rock under the 
control of the posf receiver snip assuming bank. Central Bank t Trust 
( m CB9T*). These records, which had never been inventoried by either 
MGSL or CBiT, were stored in j. downtown Little Rock warehouse, and 
included, bus were not limited to, former officer correspondence . 
legal files, subsidiary land development and investment files, 
microfilm, demand deposit (checking) account records/binders, 
cancelled checks, etc. 


Based on the /inrfin 9 « of these concurrent criminal and civil 
investigative reviews, the decision was made that both investigators 
should travel to Little Rock for a more extensive review of the 
warehoused documents. At this point, the criminal investigation, 
which had been previously scheduled for late 1992, was rescheduled 
to 4/92 • 

investigators conducted an extensive review of the warehoused 
records, and the criminal investigator talked with the FBI and O.S. 
Attorney's office regarding eA# 1990 trial of toner MGSL owner 
James B. HcOougal. The criminal investigator learned ehnc the raz 
was previously aware of the fabricated subsidiary minutes and had 
taken no criminal action. Tulsa Investigations management v<« 
advised accordingly and that aspect of tAn review was suspended. 
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i/l/12 

to 

7/15/92 


9/1/92 

to 

9/2/92 


9/3/92 

to 

12/15/92 


12/15/92 

to 

2/14/93 


3/15/93 

to 

3/4/93 


Tho varahoused rscords revealed additional Vhitawater chocking 
account stataments, roiaing further quoationo about tho payee's on 
tome of Vhitavstor' a chocka. A number of documonta belonging to eAe 
former Chief financial Officer of HGSL/HFC were located . Among 

theae documonta w ere several accountant/ ledger worksheets on 
numerous HtC subsidiary land • developments 0 , all of which were 
heavily subsidised by HGSL. Included in one of the development 
worksheets marked m Hsple Creek farms • was an item denoting a S 30,000 
charge to Vhitawater for the coat of an engineering survey/ tAij was 
the first indication of a relationship between HGSL and/or HTC and 
Whitewater beyond the existence of the Whitewater checking account. 
Original microfilm , along with pertinent original documents from the 
warehouse, were sent back to Tulsa for further investigation. 
Research was conducted on twelve HcOougal and/or HcOougal business 
partner controlled accounts, including Whitewater . Check copies were 
produced for a two year period between 6/94 and 6/96/ a standard 
investigative procedure when tracing the flow of funds. 

During the first week of 5/92, all Tulsa Consolidated Office 
employees were advised that the Tulsa office would be permanently 
closing at the end of 7/92. All Tulsa Investigations records were 
shipped to the Kansas City Office, thus putting the Madison 
investigation on hold. The copy process on the HcOougal and/or 
HcOougal business partner controlled accounts was suspended as well . 
due to equipment and records relocation. 

The criminal investigator transferred to the Kansas City office at 
cA* end of 7/92, resuming the analysis of Madison documents and 
checks. A criminal referral ($C 0004) was subsequently generated 
alleging a SI. 3 million check kiting scheme between the HcOougal 
and/or HcOougal business partners controlled entities, including 
Whitewater. This referral was submitted co the FBI and 9.5. 
Attorney, eastern District of Arkansas on 9/2/92. 

Having submitted the initial referral on HGSl, the criminal 
investigator redirected priorities to the ongoing investigations 
of three other failed thrifts, which were intensifying. First 
Federal Savings, Paragould, Arkansas, which was reaching suspect 
pita negotiations. First America Sawings, Ft. Smith, Arkansas, which 
had been referred from jurisdiction in the Western District of 
Arkansas to the Oallas Sank Fraud Task Force, and Cismaron Federal 
Savings, Muskogee, Oklahoma, for which investigations had received 
an allegation of potential fraud from the managing agent. 
Throughout these investigations, the criminal investigator continued 
to request and monitor a response on HGSL referral 0COOO4 . 

Tho Q.S. Attorney's office did not offer any standard response to 
the HGSL referral, advising either that a case would be opened or 
tJist prosecution would be declined, for three months. In response 
to numerous calls from the criminal investigator during cAn c me . 
the Little Rock FBI special Agent in Charge sent a letter of 
acknowledgement to the HTC stating that both the FBI and O.S. 
Attorney had received the referral and exhibits. The investigator 
continued ce work on the aforementioned institutions while 
continuing to monitor a potential response on eAe HGSL referral. 

The criminal investigator initiated a preliminary review of criminal 
activity it Savers Savings, Little Rock, Arkansas, owe of which a 
former borrower had been convicted and sentenced in conjunction with 
a failed Texas SSL. This review involved ext eneive interviewe with 
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5/4/93 


co 

5/25/93 


5/31/93 


co 

6/4/93 


6/5/93 

co 

10/9/93 


10/17/93 


Che borrower, and a raviav ot hi a personal and corporate records 
prior to hit sentencing and incarceration in iaeo 4/*j. rAa 
invaaeigaeor concinuod co msk a verbal requests for a written 
response from c At TJX or a. 5. Aetornay on HGSL referral C0004. 

on 5/4/93, eAa criminal investigator sane a iaeear co eAa 0.5. 
Attorney inquiring about eAa aeaeua o/ cAo ra/orrai. 7Aa response 
from eAa 0.5. Aetornay ra/arrad cAa invaaeigaeor eo cAa 0.5. Juaeica 
Department in VaaAingeon 0.C. TAa criainai invaacigaeor iniciacad 
a aariaa o/ caiia co OOJ/VaaAingeon to aacareain eAa aeatua o/ cAa 
ra/arrai. 5iauieanaoualy, cAa criminal investigator, criminal 
investigations department hand and eAa field invmatigationa officer 
determined eAac cAa aoae expedient way eo coapiaea eAa invaaeigacioa 
o/ previoualy defined criminal allegationa at MSI wss eo supplement 
the investigative eenpover. 

Three additional criminal investigators vara assigned the task of 
reviewing loan transactions, checking accounts and subsidiary 
lending transactions to ascertain the level of criminal activity at 
both HGSL end HfC, TAa lead investigator, along vieA another task 
assigned investigator, returned eo eAa tieeia Rock warehouse tor 
further document review. The investigators additionally travelled 
to tour ocAar counciaa co raviav land racorda pertaining to property 
sales, loan and mortgages reflected in the County Clerk’s offices. 
Those findings vers shared with the other assigned investigators. 

The tour investigators reviewed and analysed all available HGSL 
transactional information for the ensuing 120 days. As a result, 
nine additional criminal referrals involving multiple HGSL and nrc 
transactions were generated and submitted to the 0.5. Accornay and 
FBI on 10/9/93. 

The lead criminal investigator received a letter from eAa new u.s. 
Attorney tor cAa eastern District ot Arkansas, Paula J. Casey. The 
letter stated eAac referral 9C0004 , submitted 9/2/92, had teen 
declined due to ‘insufficient information* . 


1 1/1/93 PTC Criminal investigations continues to support CAa mvaacigac jva 
:o efforts of the M and U.S, Attorney by providing HGSL and nrc 

1/24/94 documents warehoused in Kansas City, and offering assistance with 
ongoing subpoena compliance. 
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Th« reapon.iblllty for lnve.tig.tlcm of all filled Arkanaaa thrlfta ... u .. d 
by tha Tula* RTC Office of Inv.etlgatlona during tha flrat quarter of !«i 
Responsibility waa aaaunad fro* tha Eagan/Mlnneapolla RtC Offlea of 
Investigational tha lead lagan Investigator for Madlaon Cuarantv Savlnaa 
Rock, Arkansas At that time wa* Mtk* Karmarly. 7 9 * # 


When the Tulsa of f ice anuatd thl« responsibility, Madison Guaranty wu Aialonad 
to civil Investigator Wyatt Adams. Shortly after tha reassignment of the 
Arkanaaa thrift*, aavaral members of tha Tula* Offlea of Xavaatigatlona aada a 
awaap through tha fallad Arkanaaa ahopa and appropriatad all tha racorda deemed 
nacaaaary for tha affactlva cooplatlon of both civil and criminal investigation*. 

In mid auomar 1991, lnvaatlgator Wyatt Adame traveled to Little Rock to ravlew 
Madlaon Guaranty racorda held by tha acquiring entity. Central B ank and Truat 
in an old, non-climate controlled building downtown on tha river, which had bean 
converted to a -records atorage" facility. According to Adame, whan ha arrived 
there ware txtansive racorda in poor condition, haphasardly heaped into tha 
atorage apace on tha aecond floor, which waa poorly lit and protected by a chain 
link fence and a padlock. Boxaa wore on their aidae with racorda dumped' out, DOA 
blndera ware poorly ataeked in one corner, and multiple boxee had been ahoved 
into shelving, with no identifiable inventory. Xt should be noted that these 
records were already in the warehouse at the time of the Investigations team 
Spring 1991 -sweep- through the Arkansas thrlfta, and that the former Manaqlnq 
Agent concurs that, to his knowledge, there waa no Inventory of these records! 

In July 1991, the criminal Investigation of Madlaon Guaranty was asslqned to 
lnvaatlgator Jean Lewi*. A follow-uo criminal investigation waa tentatively 
slated to begin during the third quarter of 1992, due to the fact that former 
thrift owner James B. HcOougal had previously been tried on Bank Traud charqee 
stemming from Madison Guaranty, and was acquitted la 1990. The follow-up 
investigation was intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 


Xn March 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the Mew York 
Tlmee stating possible ties between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill a Hillary Clinton. Personnel in the KC regional 
office then contacted the Tulsa office with a request that this issue be reviewed 
to determine if Investigation* was aware of, had reviewed and/or appropriately 
addressed matters pertaining to the possible relationship between Whitewater 
Development and Madlaon Guaranty. 

After a review of all available Tulsa Investigations inventory documents 
Investigators Adams and Lewis were detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewi* noted, 
with concurrence from Adams, that upon arrival that the records were la very poor 
condition, appeared to have been dumped and/or crammed into the warehouse space, 
and that there wee no available inventory provided by Central Bank a Trust 
personnel which could identify the nature ot these records. Xavestlqator Adame 
noted that this wee the same condition m which he’d found the records in 1991. 
Boxee had to be rearranged in order to establish work space and room for a table 
and two chairs. 


Ouring the review of these records, neither Investigator Adame or Lewie located 
any loan files and loan recorde relating specifically to Whitewater Development 
or the Clinton*. Investigator Adame then went through a number of Demand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madlaon Guaranty. He located an account and statements for 1984, 19*9 and 19*4. 
Investigator Lewis reviewed multiple boxee of records, and recovered several 
documents from forsier thrift officer files that warranted further review. Among 
those documents was a ledger shoot marked -Reserve for Development - Maple Creek 
Farms- from the recorde of former Madison cfo Greg Young. On that ledger sheet 
wee noted a $30,000 development reserve cost for an engineering survey charged 
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to Whitewater Development. There wee eleo a limited amount of eicrofila located 
at the warehouse, which was appropriated under the terms of the P4A Agreement and 
returned to Tulsa along with several DDA binders, with permission from Central 
Bank 6 Trust. A signed receipt containing an itemi zed Hat of th e documents 
taken by Investigators Adams and Lewis was left with flMHB^of CB4T. 


Prior to departing Little Pock, Investigators Adams and Lewis reviewed the 
Madison dally work film held by Central Bank a Trust to research the flow of 
funds through the Whitewater account as pulled from the monthly statements, which 
is a standard operating procedure for Investigations. Several checks payable to 
the Bank of Cherry valley which identified loan numbers, were identified and 
copied from the dally work. Also copied were numerous check payable to entitles 
entitled Pasbroke Manor, Polling Manor, Madison Marketing and others, all of 
which were signed by James or Susan McOougal, payable to Whitewater Development 
and contained the notation "loan* in the memo field on the check. Accounts were 
located and reviewed for these other identified entitles! similar checks 
containing the "loan" notation were found to have been paid between the entities. 
At that tlms, both investigators concurred that additional research would be 
appropriate, and requested all available film relating to Madison Guaranty and 
returned it to Tulsa, leaving a receipt for the film, binders and original 
documents pulled from former office files with C86T employee Bonnie Crocheron. 
Copies of the entity statements and checks were pulled and/or duplicated from 
film for the years 1984, 1985 and 1986. 



After the original film was duplicated, the duplicates were returned to Central 
Bank 6 Trust for their retention, and the original film was retained in Tulsa by 
an PTC research contractor. The criminal Investigation of Madison then 
continued, as the civil claims had previously been closed out by PU. 


In conjunction with the ongoing Madison investigation, Kansas City Investigators 
Jean Lewis and Pandy Knight traveled to Little Rock in 5/93 to revisit the 
Madison records held in the downtown warehouse. Upon arrival Investigator Lewis 
ismiediateiy noted the condition of the records was significantly more organiied 
than it had been during the previous visit, and it was evident that a number of 
boxes had been cleared out. 


Ouring this visit to the warehouse. Investigator Lewis learned from the storage 
facility attendant that the law firm of Mitchell, Selig, Jackson, Tucker 6 white, 
former general counsel to Madison Guaranty Savings, also stored records at the 
warehouse. 


number of the remaining boxes were reviewed, and the keys returned to 

at Central Bank 6 Trust. At that time. Investigator Lewis noted to^i 
that t he warehouse seemed to lack a number of boxes that had previously 
been there, indflflBflBi advised that some of the records had been retrieve* 
and were being held in a back room at the bank (CSST). when asked why this had 
not been dlselosed when the keys had been picked up rather than returned, ms. 
Crocheron* s response was "you didn't ask." 


It should be noted that, according to the US Attorm 


to Madison and was s ummoned before the Grand Jury for testimony 
that investigation has never been disclosed to this office. 


s staff la Little Rock. _ 

■ 

outcome of 


In conjunction with the ongoing FBI investigation of the RTC*s referrals. 
Investigations advised the FBI that additional original Madison Guaranty 
microfilm, along with the records at the warehouse, were under the control of 
Central Bank a Trust. It is the understanding of Kansas City Office of 
Investigations that the aforementioned records have now been subpoenaed by the 
tl.S. Attorney* e office and are now under the control of tho Little Pock FBI. The 
original Madison film hold by Invsetigatlona has also boon turned over to tho rsi 
along with othor rocords subject to Grand Jury Subpoone. 
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Resolutloc ist Corporation 

Kansas City Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 3650342 


September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

TWo Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

i Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER CQQ04 

Dear Sir: 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal taw. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 




L Richard lorio 

Field Investigations Officer 


Enclosure 
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Resolutio: jst Corporation 

Kansas Gi; Consolidated Office 

4900 Main Stmt, P.O. Box 4L9S70 

Kansas Gty, Missouri 64141 (816) 531-2212 (800) 3650342 


September 1, 1992 


The Honorable Charles A. Banks 
Uoited Slates Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts Building 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings & Loan 

Little Rock, Arkansas - In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER C00Q4 

Dear Sir: 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. 1 hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas Gty Consolidated Office. 


Sincerely, 

L Richard lorio 

Field lovesugatious Officer 


Enclosure 
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MEMORANDUM 


TO: Criainal Admin Flit 

FROM: Jean Levis 

Criainal Investigator 

DATE: Kay 3, 1993 

RE: Background remarks and convarsation wit h AUSA Bob 

Rodday 's of flea ra: Madison Guaranty Savings rafarral 

In March 1993, shortly aftar tha dapartura of former U.3. Attomay 
Chuck Banks, Z was advisad by AUSA Bob Rodday on an unofficial 
basis, that Banks had forvardad tha "Madison rafarral” to Justica 
in Washington D.C. almost immediately aftar racaiving it last 
Saptembar; Rodday also addad that Banks had takan this action as 
tha referral was "politically hot". 

Z contacted Rodday* s office early this afternoon to saa if AUSA 
Floyd Mac Dodson was still with tha U .S* Attorney's office, of if 
ha had left with Chuck Banks. Z was advised by Rodday *s secretary, 
Laura, that Dodson did, in fact, leave with Chuck Banka, and she 
offered me their number, which Z declined* Z asked her what would 
have happened to Dodson's cases, and she offered to "check tha 
computer" and call me back, if Z could give her a specific case, 
which Z did, identifying Madison Guaranty Savings criainal referral 
i C0004 • 

Approximately five ainutas later, Laura cal lad back and advisad aa 
that no record of that referral shoved up in their computer system; 
she than advisad aa that in conversing with AUSA Rodday, ha told 
her that Banks had sent it to Justica in Washington, and that "ve'd 
probly never hear about it again" • 

A latter inquiring about tha status of tha rafarral has been 
prepared to send to U*S*A* Pence later today* 

cc: Richard Zorio 

Las Ausen 
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MEMORANDUM 


TO: Criminal Adain File 

FROM: Jean Lewir^N 

DATE: May 19 , 1993 

RE: Additional conversation with Office of Legal Counsel for 

U.S. Attorney's, U.S. Justice Department, Wash., D.C. 

In following up ay previous discussion with the Office of Legal 
Counsel on May 13, I contacted Dyone Mitchell (secretary) of that 
office to see if she had been able to deteraine the status of the 
Madison referral, as I had not heard back from her. She consulted 
her notes and advised ne that they "have no record of that 
referral, it is not in their computer system, it has not been given 
to an attorney"; upon repeating this response to her, she 
reiterated "no ma'am, that referral has not been submitted to this 
office." 

After advising Lee Ausen and Richard Iorio of this conversation, 
the decision was aade to resubmit the referral through the U.S. 
Attorney's office in Little Rock, and contact Ms. Mitchell in the 
Office of Legal Counsel to see if that office should be copied on 
the referral and letter to Richard Pence, U.S. Attorney in Little 
Rock. I contacted Ms. Mitchell again to inquire as to whether that 
office should be copied on the referral. She said yes, and when I 
asked to whose attention it should be directed, she responded that 
it should be sent to Acting Assistant Attorney Ceneral Daniel 
Koffsky, as the Assistant Attorney Ceneral, Mr. Dellinger, has not 
yet been confirmed. 

The letter of re-subaission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky's attention. 

ce: Richard Iorio 

Lee Ausen 


... ^ *. 

• . M (Jj 
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To: 

Cc: 

P-c: 

mi 

Subject: 

Oate: 

Attach: 
Certify: 
Forwarded by: 


L. Richard lorioflnvestigationsSRTCKCMID 
Let 0. AusenGlnvestigationstRTCXCMID 

L. Jean Lewis9Investigations4RTCXCMID 
/7236/Madison Guaranty Savings 
Wednesday, May 19, 1993 15:55:03 COT 

Y 



In following up on the suggestion that Mr. Daniel Koffsky, Acting Assistant 
Attorney General, be sent a copy of Madison referral # C0004, I contacted the 
Office of Legal Counsel to verity the correct address. In speaking with Oyone 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Department 

Washington, DC 20530 

The letter provided the phone number (202) 514-2041. 

Ms. Mitchell advised that the Office of Legal Counsel and the Executive office 
for the U. S. Attorney's were two separate sections, and that the referral nay 
V *e been forwarded to the Executive Office instead of Legal Counsel. She 
t n connected me with the operator, who put me through to the Executive 
Office where Z spoke with Stephanie Kennedy. I explained to Ms. Kennedy what 
I was looking for, and she said she would get back to ne this afternoon. 

She called ne back at 3:30, and advised that she had forwarded the natter on 
10 Donna Hennenan in "Legal Counsel", who would check it out and call se back 
tomorrow. I then contacted Ms. Hennenan to offer background information on 
•hat I was looking for. When I explained that it was a referral out of 
Madison Guaranty, forwarded to that office by Chuck Banks, she had inaediace 
knowledge, scaring "oh, the one Involving the President and his wife". She 
-.hen stated that the referral had been sent to that office (exactly which 
office is still unclear to ee) as a special report for the attention of the 
Attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
aolitical ramifications, it goes to the Attorney General." She further added 
that the referral had been submitted to that office "because of the political 
ramifications and political motivations", and then told me that referrals ware 
not prosecuted out of that office. She then stated that the referral had haen 
ieclined. I advised her that the referral had not been declined, and raad har 
:he letter sent to this office by U.S. Attorney Richard Pence. She 
icknowledged that she was confused, and told me she would speak with har 
supervisor, Deborah Westbrook, and have her call me back tomorrow. I than 
isked for Ms. Henneman's title, and she informed me that she was the Ethics 
Program Manager. I thanked her and ended the conversation. 

\ keep you posted if and when I hear from Ms. Westbrook. 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

:e: 

Attach: 
Certify: 
Forwarded by: 


L. Richara IorioSInvestlgatlonsGRTCKCMID 
Let 0. Ausenl Invest lgatlonsgRTCKQUD 

L. Jean LewisilnvestigationsGRTCXCMID 

/7236/Madison Guaranty 

Wednesday, May 26, 1993 16:10:47 COT 

¥ 



I've just received a follow-up call from Donna Henneman at Justice in D.C. 

She Informed me that after speaking with Deputy Dlrector/EO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. I noted that Mr. Raphelson is now in private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was go i no to call the "criminal fraud division at Justice" and see if 
they are prosecuting the case or if a declination letter has been Issued. I 
restated that, to my knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable." 


I then identified the ViB)suspects named in the referral 

_ for h€r reference, and she thanked me and told me 

she'd be back in^touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
gone. 


To date, each time she has given me a date that she would call back, she has 
kept her word. I'll let you know when I hear from her again. 


15696 


3274 


/' 


:o: L. Richaro IoriotlnvestigatlonstRTCKuilD 

: C : Lee 0. AusenCInvestigationstRTCXCMXO 

3cc • 

rroa: L. Jaan Levis8Xnvestigations§RTCKCMID 

; Ject: Madison Guaranty 

Tuasday , Juna 8, 1993 15:16:49 COT 

\ttach: 

rertify: V 

rorvardad by: 



\s va discussad this morning, X was going to contact Audrey Word at DOJ in 
Washington this aftarnoon; however, before X could call, Donna Hannasan In tha 
executive Offica for U.S. Attorney's cal lad me. It saaas that Madison 
referral / C0004 has raappaarad on har dask. Audray Word was auccassful in 
ocatlng tha rafarral within tha Fraud saction of tha Criminal Division and 
ieterminad that tha individual assigned to tha rafarral "didn't want to deal 
ith it", so sha sent tha rafarral and all partinant info back to Donna 
enneman for further disposition. 

onna advised me that tha Crininal Division (no one specifically identified) 
ent a memo to Doug Frazier, Associate Deputy Attorney General (in Depty Atty 
eneral Heyman's offica) advising hia that there was "no identifiable basis 
or recusal of tha U.S. Attorney in tha Eastern District of Arkansas"; this 
as a direct quota froa the memo, as sha read it. Sha than told aa that she'd 
ontacted Mr. Frazier who did not raaaabar receiving tha nano, and suggested 
hat sha gat tha memo and tha referral to hia for review and a final decision. 

h has subsequently sent hia both tha rafarral and tha nano, and said she'll 
a%H me posted. X than advised her that during tha intervening period, 
dditional information has surfaced that would further support tha allegations 
sntained in the referral, so X would be most curious as to their decision. I 
~.en concluded tha conversation by telling har "whatever tha decision is, I 
a ad something in writing so that X can close out tha file with a declination, 
r offer support for an ongoing ease." She agreed and said she'd stay in 
such. 

'll keep you posted. 


isar 
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To: 

cc: 

3cc: 

F*“-»m: 
i- ject: 

3a te: 

Attach: 
Certify: 
Porvardad by: 


L. Richard IorioilnvestigationstRTCKCMID 
Lea 0. AusenGInvestigationsSRTCKCMID 

L. Jean Levis6Investigations?RTCKCMID 
#7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



At approximately 3:00 this afternoon, I spoke with Oonna Hennanan in the 
Executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package** to Associate 
Deputy Attorney General Doug Frasier on June 8, as ve had previously 
Jiscussed, but that she had received the entire package back on her desk today 
vith no further answers, as Mr. Frazier was now the new U.S. Attorney in one 
?f the Florida districts; she had not determined whether Mr. Frazier had taken 
any action prior to his departure, and had spoken with- her supervisor 
regarding her next action shortly before I contacted her. She advised that 
she will attempt to contact Mr. Frazier in Florida sometime tomorrow, and 
ietermine what decision, if any, had been made. 

She then advised that "this sort of thing happens all the time when we're 
.rying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as she had an answer from Doug Frazier, or his replacement, a 
ir. Oave Margolis. 

•*. , was the 8th conversation I've had with Ms. Henneman since I first 

ontacted her on May 19, 1993. 

'11 keep you posted. 


i30B 
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To: 

:c: 

3cc: 

?rom: 

Subject: 

3ate: 
ach: 
--rtify: 
forwarded by: 


L. Richara IorioSInvestigationsSRTCXLMlO 
Lee 0. Ausen#Znvestigations9RTCXCMID 

L. Jean Lewis#Znvestigations#RTCXCMID 
#7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:37:30 COT 

Y 



Donna Henneman (EO/US Attorneys) just called me back to let me know she'd 
>poke with former Associate Deputy Attorney General Doug Frazier. He advised 
ter that he met with Tony Museato, the Director of the Executive Office for 
;.S. Attorney's, and that the decision has been made to return the referral to 
he U.S. Attorney in the Eastern District of Little Rock, as there was "no 
asis for the recusal of the U.S. Attorney", and apparently a lack of 
conflict of interest." 

s. Henneman then added that she doubted whether or not the U.S. Attorney, 
astern District/ Arkansas would be aware of this situation yet, but suggested 
hat Z wait a few days and then contact that office in Little Rock. 

he asked to be kept posted on the outcome, and offered her continued 
3sistance whenever and however possible. 
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To: 

Cc: 

Bcc: 

From: 

'bject: 

-ate: 

Attach: 
Certify: 
Forwarded by: 


L. Richara lorioilnvestigationsSRTCkurtID 
Lee 0. AusenSInvestigations&RTCKCMID 

L. Jean Levis*Investigations6RTCKCMID 
#7236 Madison Guaranty Savings 
Tuesday , June 29, 1993 16:08:21 COT 
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I received a call this afternoon froa a highly reliable and confidential 
source, that the Madison referral (C0004) has been returned to the U.S. 
Attorney's office in Little Rock, Arkansas. My source has advised ne that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of acting 
on this referral, and plans to let it sit until such time as the new U.S 
Attorney designee Paula Casey, takes office on either an inter in or permanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest emanating from the U.S Attorney's 
office in the Eastern Oistrict. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against James McDougal is taken to trial, it 
will appear to be "sour grapes" due to his acquittal during his first bank 
fraud trial. 

I was further advised that there is no definite date yet as to when Ms. 
Casey's confirmation will occur, and that it is likely that she will assume 
* responsibilities on an interin basis. My source has advised that r will 
g„c a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointments have been delayed in the past, and nay take a while. 

I'll keep you advised should I hear anything further. 
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To: 

Cc: 

Bcc: 

F*-->m: 

S ject: 

Data: 

Attach: 
Cartify: 
Forwarded by: 


L. Richara Iorio#lNVEST-i#RTcxc 
Lee O. Ausen# INVEST- i#RTCXC 

L. Jean Lewis# INVEST- 1#RTCXC 
/7236 Madison Guaranty Savings v ’ 

Thursday, .September 23, 1993 15 : 03:56 COT 

v 



I've just had a conversation with Donna v**.* _ 

Executive Offlca for 0. S. Attorneys. 1 called DonniJ 1 ?? Pr °9 raa Manager, 
determination as to whether or not she wants fora* * flnal 
existence of the subsequent referrals bains lon °* the 

Eastern District of Lit?!? Ia£s2I. * ubBitt * d to th « «• S. Attorney, 

rn discussing the standard RTC procedure of the suhnU.^. 

ias requested that she be copied on the transeittal litter. 5*> r ! f * rr8ls ’ sh * 

3. Attorney and FBI. At the time she receil« the coltll 90 t0 th * °- 

she will then request th. referrals !nd^Sibit?frS?ttI S t 11*1'“".* ‘ 

>ff ice for any necessary follow up. so, at her reoul.t tmi 8 1 i“ orn *y * 

:o cc: Ms. Henne.an in her official capacity. Shl^Ilt'that * ?^? 0 ""* Mlnton 

•equesting copies at this point was unnecessary and if i? 5 Utter 

ihe will go through her channels at Justice t^obtain th^dll™”*! r? c * ssai 7. 

J. S. Attorney Paula Casey. Donna has alii rlqS.It.S thlt^raC^ 0 "/^ 
Paragraph summary of the content of the referrals with 5h£ ?~ d * a bri,f 
.4 are, so that she will be aware of those witt "s.IeitiCilS V Bitt>1 

5: ss ;*ks K.:tSi 2 ; ^ -•sr; 1 ;»“«• > «... 

ffice. but that 1 had receive no fo™.H«r;? c ^^ n i D h !5V' , A, s - Attorney-, 
pened, nor a declination letter. 1 £Ire£Id w h,d b,,B 

ituation could befall the next referrals to be LSitlld* 552* J h * **"• 

Mat sha and har supervisor, Dab Wastbrook would ' a ? d ? ht assu fed ne 

he situation, due it's potentially political ranifiILi5l2* ly in t 2 uch with 
xplained for her edification. X P 1 ramifications, some of which 1 

ttorney^s B office!*«>| i1 assured*me t that* IPnecessarC*^ 9 55/5°" th * u - s - 

ustice would make sure something got done with*thHi 55? higher-ups* at 
ir : t one, which in her word, -should have been h^SLS'b^^^’o^y 1 ^ Si 

9 IX kaap you postad. 
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To: 

Cc: 

Bee: 

From: 

bject: 

.at«: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio§INVEST-l§RTCXC 
Let 0. Ausen* INVEST- 16RTCXC 

L. Jaan LevisflINVEST-ieRTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EDT 

Y 



I've just received a call from Donna Henneman, Ethics Program Manager, 
Executive Office for U. S. Attorney's, Washington, D. C. She advised that 
she had spoken to her supervisor, Deb Westbrook, and Ms. Westbrook's 
supervisor, Doug Frazier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for submission this week. Ms. 

Westbrook and Mr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether tc instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. I inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneman also advised that they 
lave made the decision to get the Deputy Attorney General's office involved in 
-his situation, and bring them up to speed. 

: asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me a letter 
-/ i afternoon. I've provided her with the fax number and will copy you upon 
*.>.eipt of her letter. 

To briefly summarize the situation to date, I contacted the Executive Office 
:or U. S. Attorney's on May 13, 1993, at the vr itten suggestion of U.S. 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regarding my 
written inquiry as to the final disposition of Madison referral SC0004, 
iubmitted on 9/1/92. Mr. Pence advised that the referral had been forwarded eo 
he Executive Office by former U.S. Attorney Charles A. Banks due to what he 
teemed was a "conflict of interest". This information was relayed to Ms. 
lenneman during my first conversation with her. During subsequent calls I 
received from Ms. Henneman, she advised me as to her progress in tracking the 
/hereabouts of referral SC0004, which she finally located and. had forwarded 
sack to her office on June a, 1993. At that time, Ms. Henneman advised me that 
:he decision had been made by personnel in the Criminal Division of DOJ that 
here was "no identifiable basis for recusal of the U.S. Attorney in the 
Tastern Olstrict of Arkansas", and that the referral would be forwarded back 

0 the U. S. Attorney's office in Little Rock. Since that time, Ms. Henneman 
as contacted me to follow up on tha final disposition of the referral. I have 
>dvised her that this office has not yet received notification of an opened 
ase, or a letter declining prosecution. During these aforementioned 
onversations, the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
acurrence of circumstances. I received notification of that decision today 
hen Ms. Henneman contacted me, as previously outlined. 

1 ;e let me know if you have any questions. 


I5T02 
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To: L. Richara lor io* INVEST- 16RTCKC 

Cc: Leo 0. Ausen* INVEST- 19RTCXC 

Bcc: 

From: L. Jean LewisglNVEST-lGRTCXC 

F ject: /7236 Madison Guaranty Savings 

Oace: Wednesday, September 29, 1993 16:22:55 EOT 

Attach: 

Certify: Y 

Forwarded by: 



I've received a follow-up call from Donna Henneman with the Executive Office 
for 0. S. Attorneys. She spoke with her supervisor, Deb Westbrook, regarding 
ay request for a written follow-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. MS. Westbrook has 
withdrawn her initial request for copies, and stated that they will go through 
the U. S. Attorney's office to obtain copies rather than having us copy their 
3ffice directly. Ms. Hennenan indicated that this route would not make the U. 
S. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the 0. S. Attorney and the 
fax, with a brief summary paragraph outlining the suspects and content of each 
referral. I agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

1 . let you know if X hear from her again. 


15TO3 
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To: 

Cc: 

Bee: 

Froa: 

S» ^j#ct: 

0. ii 

Attach: 
Certify: 
Forwarded by: 


Las 0. Au»en$ INVEST- 18RTCXC 
L. Richard lor lot INVEST- 16RTCXC 

L. Jean Lew is# INVEST- lgRTCKC 

#7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 


© 


lust FYZ • • • 

lased on our conversation this afternoon regarding the OCC's inability to 
locate their past exams for UNB/Little Rock, X took a shot at a hunch, and 
lade another call to Cristina Flechas, the attorney for the FOIC in Meephis 
mo had previously advised as (in response to ey written request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1966. 

Tristina, so X have learned, is no longer with the FDIC in Meephis. However, 

* spoke to her successor, Broderick Nichols, and outlined the previous request 
/ ith hie, asking hie if he would do some additional followup just on the off 
hence that the FDIC eight have done a concurrent exae on UNB with OCC at soae 
oint between 1983 and 1987. X then explained to hie that the OCC seeaed to 
e having soae difficulty in locating their records, and advised hie that I 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
■f Jacksonville. Well, it turns out that Broderick Nichols is froe Little 
ock. What a snail world! And he evidently grew up knowing where Union 
a^'onal Plasa is and that Union National Bank was, and still is, the largest 
a. in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exans, and has offered his expeditious assistance in 
ocating any concurrent exaas done by FDIC. He's also offered to aid ae in 
ocating other potential leads and sources within OCC that eight be able to 
ediscover the whereabouts of the UNB exaas. He couldn't quite understand how 
he OCC could lose a $500 Billion bank. Does this sound familiar?? 


11 keep you posted 
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Froa: 
f ^ject: 
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Attach: 
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L. Richard lor iof INVEST- 1IRTCXC 
Laa 0. Ausent INVEST- URTCXC 

L. Jean Lewis t INVEST- 19RTCXC 

#7236 Madison Guaranty 

Wednesday, Oetobar 27, 1993 13:37:23 COT 
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Just got a call froa Donna Hannanan, Ethics Prograa Manager, Executive Office 
for U.S. Attorneys. She asked if I'd received a declination letter on the 
first referral (C0004) froa the U.S. Attorney in Little Rock. Z told her that 
/e had not received a declination to date. She then advised that her 
supervisor. Deb Westbrook, had evidently had a conversation with U.S. Attorney 
’aula Casey, and that Ms. Casey stated that she would be sending a declination 
etter to the RTC on that particular referral. No date was given, and Donna 
lid not reference the date of the conversation between Ms. Westbrook and Ms. 
*asey. X asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. She 
hen suggested that if I do not receive the letter of declination within a 
airly short tine fraae, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal" with the other referrals as well. 

'• keep you posted as to any further calls froa Ms. Henneman. 
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United 5 Attorney 
Eastern L da of Arkansas 


ATT- ) 


Pom Ofict Bat t29 
Ladd Modi. Artmaaa 72X0 


October 27 , 1993 



Ms. L. Jean Levis 
Criainal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 200 
Kansas Clty # MO 64112 

Res #7236 Madison Guaranty Savings and Loan 
Criainal Referral Number C0004 


Dear Ms. Levis; 


I aa writing at the request of the Office of Legal Counsel, 
Executive Office for U.S. Attorneys of the 0.3. Department of 
Justice to let you know the status of this referral. 


As you know, this referral was reviewed by the Criainal 
Division of the U.S. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The natter was concluded before Z began working in this 
office, and I was unaware that you had not been told until I was 
contacted by the Office of Legal Counsel. After receiving the call 
fron Legal Counsel I reviewed the referral, and I concur with the 
opinion of the Departaent attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criainal 
investigation. 

Although I aa declining to take further substantive action on 
this referral, ay decision does not foreclose future prosecutions 
about the natters covered by the referral or related natters in the 
event that ay office and the FBI are given access to records or 
inforaation indicating that prosecutable cases can be aade. 


Sincerely, 




PAULA J. CASEY ^ 
United States Attorney 


fi, Mja 


I5T05 
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Office of 1*9*1 Counsel 
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If OVMtW 1, 1993 

The Bonorabla Paula J. ciiiv 
United Statoa Attorn*/ 

Saatern District of Xrkanaaa 
P.O. Bom 1229 

Little Bock, ArJkufii 7220 J 

*•» 97224 Nadiaon Guaranty Savings $ Loan 

Criminal Batarral Number C0004 

Dear Ha* Caaayt 


I Aeve received your October 27. 1993 Jitter rtgtrdlng tht above , 

»nd re/errel. On tAe Aesi $ e t contents cont.iji.d wit A in your P 2etter 
interpreting tA.t correspondence es e Zonal declinaeion to nmf.ru rf V 1 , 

dCOOOS. roo etipuieted in your letter tA.t this setter was concluded prior 
beginning o/ your tenure as tAe gnited Stetee Attorney /or eAe feete/n /i.fr!« 
»/ Arien.es. Prior to tAe receipt or your letter. JUC Xnvestiff.ff “ 
advised tA.t tAe natter Aed A«.n /orw.lly concluded. l9"i°ne »«« 

getveen JepteeAer I. 1/M end todey's dete, tAie o//iee Aee received . 

j ,V t4r * to tAe e/oreeentioned re/errel. inflfdife vfuf l«e!f 

o/ declinetion. TAe otAer two letters were iron rtl/SAC Boa Pettuef Jl/M/tJ 
ecAnowl edging rece.pt o/ tAe re/errel, end /roe Acting ffnited 
AicAerd Pence, * HO 193, edwising tAie o//ice tAet Ae wee unaware c/ tbi 
status es it Aed been /orwerded to eAe Csecutive #«ie. Vi »■? , J J 
Attorneys Ay /oner gnited /trees Attorney CAucJk PertU. St4tM 

1/ tAere were otAer docunen t s produced tAet ere relative ee tAe eeneiu.ion 
tAi. setter, x would appreciate receiving tAe appropriate copied. ' 

fSope^MifriifAjbfn^A^n^ Va’s* PK^o? .ft 

e«:^i."i*^«.Vt < fd“ VMtlff * tiV ' " 4Wfl * 4 “ pertlnen?* records 


Should you hav a any further quaationa, or if this office k* 

4Miic«ACtg fifif* tfo not haaitate to contact me at (914) 949 * 72/7 fi r ! A#r 
un.veil.A2e. /uperwieory Investigator lee Auien .t ilt I* X S-fti . JV “ 
Inveetigetiene Ottle.r AicAerd lorio at f#J/j Ut-7212. 1 ”* ,i,j * 


7«ff eruif your a. 



Senior Criminal Invaatigator 


ca Dobra Vaatbrook/Offlca of Legal Counael 

La Bichard lorio /fie Id Invaotigationa Officer /BOO 
Laa Auaan/Suparyiaory Invo«tig«tor/ACO 


49QD Main Street. &Ae 200, Kansas Of/. Maori. 641 12. f 8 16)62 1-22 12 
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To: 

Jana M. ^ankovskiCOLACRTCXC 

Cc; 

L. Richard Xorio 


Las 0. Ausan 


Michael x. Caron 

Bcc: 


Proa: 

L. Jaan Lavis#INVEST-l9RTCXC 

bject: 

ra: mad i son guaranty 

uate: 

Wednesday, November 10, 1993 

Attach: 


Certify: 

N 

Forward ad by: 




Hey you! Just a haads up to 1st you know that Mika Caron, Sanior Criminal 
Investigator, is now tha laad invastigator on Madison. ..so anymore faxas you 
sand should cons to Mika's attention, and any furthar communication about 
Madison should go to him, too. Tha Povars That Ba hava dacldad that X'm 
battar off out of tha llna of f ira (and X ain't arguing) , but plaasa lat ma 
assurm you, that vs arm laaving you in vary capabla hands! Got any questions 
bayond that, ask Las or Richard... 
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o: 


'C 

lCv. 

'rom: 

•ubject: 

>ate: 
vttach: 
rertify: 
"orvarded by: 


Jamas R. uudineGOper-invfcRTCDC 
Oannis M. Cavinav6EXEC§RTCXC 
Jamas G. Thompson* EX ECFSC 6 RTCXC 

A. Bowen HintonfOLAtRTCKC , Jane M. Jankowski*OLA#RTCKC 

L. Jean Lewis*INVEST-l*RTCXC 
L. Richard lor io# INVEST- 1IRTCXC 
Madison Guaranty 

Monday, November IS, 1993 11:26:54 CST 
WHITEPAP . MAO 
N 



>n Thursday, November 11, 1993, there was an article that appeared in the 
ashington Post concerning declination of prosecution on the first Madison 
eferral that was transmitted to the Department of Justice (DOJ) on August n, 
992. 

ontained in the article was information that the referral had been reviewed 
y DOJ and that a decision had been made early on to decline on this referral 
nd that when Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
he declination in October 1993, she was simply bringing this matter to a 
lose . 

he document attached clearly refutes this train of thought. In fact, it 
ppears that no thorough review of the document had been conducted as late as 
une 23, 1993, some ten months after the referral had been initially 
r r mitted. It was not until September 29, 1993 that this office was advised 
ha. the referral would be reviewed. 

his whole issue might not be important, however, for purposes of credibility 
ith regard to the RTC's efforts in this area, this memo and attachment are 
ubaitted for factual clarity. 


I5F09 


RTC Criminal Referral #C0004 on Madison Guaranty Savings was completed on August 
31, 1992, signsd by RTC Kansas City Investigations management on September 1, 
1992, and ssnt via esrtifisd mall on September 2, 1992, to Char Is s A, Banks, 0.3. 
Attornsy, Eastsrn District of Arkansas, and SSA Stsvs Irons, FBI, Littls Rock. 

By tarly November 1992, no standard written response of proseeutioo or 
declination had been forthcooing from the O.S. Attorneys office. la aid 
November 1992# the lead criminal investigator made the first of a number of 
verbal requests to both the O.S. Attorney and FBI in Little Rock for some form 
of written acknowledgement that the referral had been received and reviewed. A 
written acknowledgement dated December IS, 1992# from FBI SAC Don X. pettus, was 
received by the lead criminal investigator on January 4# 199). This 
acknowledgement stated that the referral had been received# and that further 
questions should be directed to AOSA Floyd Mac Dodson# who had also received the 
referral and exhibits. On January 7, 1993, the lead investigator had a 
conversation with AUSA Mac Dodson in which he advised that he wasn't sure the 
referral was still in the O.S. Attorney's office in Little Rock# and that if 
prosecution occurred, it would probably be through a special attorney sent to 
Little Rock to handle the situation. 

For four months, there was no further communication or correspondence received 
by Investigations on this matter. In a May 3, 1993, conversation between 
Investigations and the U.S. Attorney's office, it was indicated that referral 
IC0004 had been "sent to Justlee in Washington almost as soon as it was received 
last September". On May 4, 1993 Investigations sent a written inquiry to Acting 
0. S. Attorney, Richard M. Pence, requesting the status of the referral. On Kay 
12, 1993, Investigations received a letter from Mr. Pence (dated May 10, 1993) 
stating that former U.S. Attorney Charles Banks had determined that his office 
had a conflict of Internet with conducting an lnveetlgatlon or prosecuting 
criminal chargee relating to referral PC0004# and had sent the referral and 
exhibits to the Office of Legal Counsel ("OLC")# executive Of flee for U.S. 
Attorney's# 0. 3. Justice Department# Washington D. C. Re stated that any 
further inquiries as to the statue of the referral should be directed to that 
office, providing a phone number in Washington D. C. 

As suggested by Mr. Pence, the lead investigator called the OLC on May 13, 1993. 
This initiated a series of IS phone calls between the OLC and Invest lgat ions i 10 
taking place between May 13 and June 29# 1993# and five transpiring between 
September 23 and October 27, 1993. The majority of these calls were Incoming to 
Investigations, and provided information as to the progress being made with 
regard to locating and determining the status of the referral. 

The June 23, 1993 conversation between Investigations and OLC indicated that the 
decision had been made to return the referral to the O.S. Attorney in Little Rock 
as there was "no baele for recusal of the 0. S. Attorney" and apparent "lack of 
conflict of interest." Ourlng a conversation on September 23# the OLC inquired 
as to the "final disposition" of referral PC0004. They were advised by 
Investigations that no formal notification had been received of either a 
declination or intont to prosecute. Investigations then advised OLC that there 
were additional referrals pending! OLC then requested that Invest lgat lone remain 
in contact with the OLC regarding further communication from the 0. S. Attorney 
in Little Rock. 

On September 29 # 1993 # the OLC contacted Invest lgatlons and advised that 1 ) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would be reviewed and a decision made as to 
whether or not they be forwarded to the Public Integrity Section of Justice and 
reviewed for potential prosecution. A verbal request was then made by OLC that 
they be copied on the transmittal letters to the 0. 3. Attorney accompanying the 
new referrals# and that they be further provided with a summary of each referral. 
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The nine new referrals were submitted to the 0. S. Attorney And rat in tittle 
Rock on October I, 1993. On October 13, 1993, the Office of Legal Counsel wee 
provided with copies of the transmittal letters, end the requested turneries on 
etch referral. 

On October 27, 1993, Invest lgat ions received a call from OLC inquiring as to 
whether or not Invest lgat lone had received a declination letter on referral 
#C0004i the response was *no,* Investigations was- advised that O.S. Attorney 
Paula Casey had advised the OLC that she would be sending a letter of declination 
to RTC Investigations, 

On November 1, 1993, Investigations received a letter dated October 27, 1993, 
from O.S, Attorney Paula Casey stating that the disposition of referral #00004 
had been concluded prior to her taking office, and that she 'concurred with the 
opinion of the Department attorneys that there is insufficient information, • • in 
the referral to warrant the initiation of a criminal investigation,* 

On November 11, 1993, RTC Investigations learned through an article in the 
Washington Post, that Paula Casey had recused herself and her staff free any 
further dealing with the Madison referrals. 


ism 
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To: 

Cc: 

Bcc: 

From: 

'•'bject: 

to: 

Attach: 

Cart if y: 
Forvardad by: 


Lea 0. . .ien$ INVEST- 1§RTCXC 

L. Jean LewislINVEST-lIRTCXC 

Monday, Novaabar IS, 1993 17:27:58 CST 

N 



A fav comments with regard to our conversation this afternoon about the 
pending meeting with Oonald Mackey and hie staff on 11/22. 

You know, Richard knows, Donohue knows, Mike knows, and X know that Mackay is 
not coming hers to look at records. Cut to the bottom line. He is coming 
hers because he wants to be convinced that there either XS or IS NOT a very 
good case behind those referrals. He isn't coming specifically to discuss 
subpoena compliance, because he hasn't opened any cases yet. He's coming here 
to evaluate us, our work, and to try and decide just how good this case is, 
and how he can best deal with a very sensitive political situation. What 
would be easiest for him is to decide that, after meeting with RTC 
Investigations, he can conclude that there is no merit, and has 
accordingly advised Investigations that the matter will be dropped. If we 
Jon't convince him that those referrals are exceptionally solid, well prepared 
and supportable cases, then there is very little doubt that ho will dispense 
with this situation in very short order. 

R' ardless of stated agenda, and regardless of whether or not X'm in 
i andance, he's going to try and make an objective assessment based on what 
is presented to him during the meeting. Xf that's the way the meeting starts 
wt, then you better pull out all the stops to support the work we've done, or 
:hat's the last we'll hear of the Madison investigation. That's ay instinct 
:alking, and so far, it's been pretty much on target. 

Uchael is extremely knowledgable about Madison, and very capable of handling 
.he situation. X would not do him the injustice of thinking otherwise. But 
nternal political crap notwithstanding, if this meeting is going to turn into 
i turkey shoot, then you are going to need every loaded gun you've got to 
isslst you in convincing this special prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong documentation to support 
.he allegations. But what's beneath the surface, including where we looked 
md why, who's tied to who, who's in business with who, who got paid for what 
nd where all the internal and external ties are, isn't in writing. Xt's in 
*y head. 

've had my say. The decision is up to you and Richard. 
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December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 



Dear Mr. Houston: 


The Resolution Trust Corporation's ("RTC") Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings A loan. Significant evidence points to the possibilities of loan "parking”, loan 
"swapping", insider abuse and collaboration between specific borrowers and the principals 
of the BankBHBBf, financial institutions inSHMffMM,mHVand jjttle 
Rock, Arkansas including the aforementioned insolvent thriftn^rder to expedite this 
investigation, I would appreciate your assistance in providing this office with copies of the 
Reports of Examination ("ROE") from 1983 through the most recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC, as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968-7191. Your expedited attention to this matter is appreciated. 


Very truly youn, 


ULuJ 


Michael E. Caron 


Senior Criminal Investigator 
Office of Investigations 


cc L. Richard lorio/Field Investigations Officer/KCO 
Lee Ausen/Supeivisory Investigator/KCO 


49OOMc*»0tf.S&Zn.Karw*C*v.MtKXML641l2.(816)S3l-2213 
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To: Jane M. Jankowski QOLAfRTCKC 

L. Richard lor iof INVEST- 18RTCXC 
Las 0. Ausan# INVEST- 1 QRTCXC 
Michael X. CaronllNVEST-imcxc 


iwCS 

Pros: 

Subject : 

Data: 

\ttach: 
rertify: 
"orwarded by: 


L. Jaan Levis! INVEST- 18RTCKC 


Thursday, January «, 1994 18:12:05 cst 


Y 



his la just to advlsa that aar llar this evening, Z racaivad a call froa 

who startad out har call with "Z've baan liad 
o by tha Justice Department”. I advised har that Z could not offer any 
omment, but that I would listen to what she had to say. 

ha stated that har sources froa DOJ, who ware there during tha and of tha 
ush Administration, had advised har that tha original RTC referral was taken 
uch more seriously than tha public has bean lad to believe, and that while 
hay believed that tha Clinton's definitely stood to benefit from tha alleged 
hack kiting activities, they may not have had serious criminal culpability, 
hay also advised her that tha referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political." She said that they (her four DOJ sources) all told her that 
here was no basis for recusal, and no conflict of interest in Little Rock. 

he chan advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ/DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

ie also noted that her previous DOJ sources had said that after the Clinton 
^ministration came into Washington, there were roadblocks put up around this 
;ferral, and that it had been their opinion that the RTC staff was attempting 
3 do a legitimate job, but was being stymied by personnel at Justice for some 
»ason. She asked me if it was true that the Clinton's were named as 
itnesses on the referral; Z declined comment. She asked me if it was true 
/iat the RTC had not been notified for months after the referral was allegedly 
)c lined by the staff attorneys in DC; Z declined comment. 

told her that she would have to call you (Jane) in Publie Affairs for any 
iditional information# and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that Z was in a 
.fflcult position, for which Z thanked her, and the conversation ended. 

found what she had to say very interesting. Zn the future# X'll comply with 
chard and Lee's wishes that Z not even listen to what a reporter has to say, 
id just offer a no comment. Howavar, whan somaone starts out with "I'va 
an lied to by the Justice Department”, it's human nature to wonder whether 
- not its true. 


up endeth the lesson 



3292 


January 6, 1993 

This document is a recap of a phone call th at I just received from 
■■M9HBSI9# reporter ■■■■■■■■)' v ^ose opening coeaent 
was "I've just been lied to by the Justice Department." My coeaent 
was that. I would not be able to respond to any of her questions, 
but that I was fascinated by the fact that she thought she'd been 
lied to, so I would listen to what she had to say. 


she outlined her credentials, stating that she'd written a book on 
drug trafficking, and had covered the "peanut loans", Bert Lance, 
Billy Carter, Jimmy Carter and the sajor governmental agencies 
during the Carter administration. 


She'd been advised that I was the investigator on the case, and 
wanted to know which of the stories she'd been told by her sources 
at Justice were correct. Evidently, she had four former Justice 
sources who were there during the Bush administration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 


• The referral was originally sent to DC as an "urgent report" 
for the Attorney General's review, due in part to the 
political sensitivity of some of the identified names, stating 
that Banks felt his office had a conf let of interest. (This 
coincides with what my letter froa Richard Pence states, and 
what Donna Henneaan told me during our many conversations on 
the whereabouts of the referral) • There are conflicting 
stories about why Keeney wrote the memo referenced in the 
Schmidt/ Isikoff story of 1/5; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken much sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton's stood to benefit froa the 
check kite although they may not have had serious criminal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; I told her no comment. 


She said that her former Justice sources advised her that 

Banka had navar racusad himsalf , and that CID/DOJ DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to get involved would 
"look to political" since it was right before and after the 
*92 election. Her sources also indicated that DOJ now seems to 
be deliberately making it look like the referral was "vague" 
and "ambiguous", and not to be taken seriously. 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitmate concerns relating to the allegations contained the 
referral, but that when the Clinton administration came In, 
somebody started putting up roadblocks on the referral, and 
her sources didn't know where it was coming from. 
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• Her current Justice sources state that it was the line staff 
attorneys in CXD/DOJ DC that nade the decision several sonths 
ago that the referral warranted no further investigation, and 
instructed Paula Casey to decline accordingly; however, the 
RTC vasn't notified for months, which should have been 
corrected. 

■■■■■I vent on to ask several questions, all of which Z 
replied Z could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that It had gotten her nowhere. She asked If Z knew anyone else 
that she could talk to, or If anyone that had left the RTC would 
have any information. Z stated that there were no names that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several sonths after it had been 
allegedly declined, and Z told her no consent. 

She said that she understood that X was in a difficult position, 
and but that she needed all the help she could get. I thanked her 
for understanding the difficultly of ay position, advised her that 
Z understood that she was only trying to do her job as a 
professional, but that Z could not professionally or ethically sake 
any comment about the investigation. She offered her phone 

numbers, which X did not write down. She thanked me for ay time, 
and hung up. 

My overall impression of this conversation was that she is very 
close to the heart of this story, and that she is almost on top of 
the "white paper" chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Ausen wa s present for the entire conversation that X had with 
and suggested to me shortly before the conversation 
ended that I terminate the call with a "time out" gesture. He and 
Richard Iorio both advised that if she included anything in her 
story regarding that fact that I'd even listened to what she had to 
say, it would look bad for the RTC, and recommended that in the 
future, Z not even listen to what a reporter has to say. 


X advised them both that I felt that listening to whi 
had to say provided valuable information, and that 
point in being rude to the press, anymore than there was any point 
in being rude to Justice or the FBI . "Ho comment" does not have to 
be offensive. Z further stated that X would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the imvestigatlon on which Z have spend the 
past two years as the lead investigator. 


there was no 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of ay personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Henneaan 
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of DOJ/Office of Legal Counsal/ Ethics section, that 
is not far fron the truth: it's beginning to sound 
or multiple "somebodies 41 are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up may have already started months ago. 
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MEMORANDUM 
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January 14, 1994 


FWId VPa: 

W. Oudtov 
0. Wlsnswsld 
K Sammons 
A. Falton 
J. Lomu 
J. Mastse 
J. Kaitson 
J. Dtnamoro 
3. Koopmans 
Cavtnaw 
J. Thompson 
J. Hambrlo 111 


To: Vice Presidents 

Assistant Vice Presidents 

From: Jack Ryan 

. Deputy CEO 

Be Madison Guaranty Saving! and Loan Association 


Tha RTC has received numerous requests for information on Madison Guaranty Savings and 
Loan A ssoci a ti on and related miners. Interim CEO Roger Altman is committed to responding 
to these requests as promptly and thoroughly u possible 


(? 


Ia order to assure that the RTCs response to requests on these matters Is thorough, accurate, 
and timely, I have established a woridng group to coordinate the collection and distribudon of 
all Information and matoial responsive to the requests. The working group is comprised of 
James Dudinc, William Cofllihaw, and Peter Knight 



I am suit that I can count on die full cooperation of you and your staff with the woridng 
group. Please sea that this memorandum is distributed to the appropriate staff. 


sot ?7m*MMW*trf»vfen.acm434 


gcgY-TOl 

6/9P C 7ZV 
3 vU &E 

(J7J '8W*r7Z'' 1 
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To: L. Richara Iorio#INVEST-l#RTCXC 

Tc: Dennis M. Cavinav#Assets-fa#RTCDC 

3cci 

T a: Janes R. Dudine#Oper-inv#RTCDC 

Subject: Madison Guaranty 

3 *te: Tuesday, January 25, 1994 14:18:27 CST 

xttach: 

lertify: N 

T orvarded by: L. Richard lor io# INVEST- 18RTCKC 



romments by: L. Richard Iorio# invest- if RTCXC 

'orvarded to: Lee 0. Ausenl INVEST- 18RTCKC 

fichael X. Car on# INVEST- 1 IRTCKC 
Jean LevistlNVEST-ltRTCXC 
rennet h V. Foust # INVEST- 1 f RTCXC 
;ary M. Davidson# INVEST- 1IRTCXC 
arreil D. Denton# INVEST- 1#RTCXC 
omments: 

YI. 


[Original Message) 


t the request of General Counsel Kulka and Deputy CEO Ryan, PLS and The 
ashington Of f ica of inva.tig.tion. hav. astablishad a tiaa to aacSrJiS if 
n -lability clams remain viable as a result of the recent legislation 
xt-ndingtha scatuca of liaitaions from two to fivo yaars. tSthii cm. ei. 
eauroccod atatuta axpiraa at ha and of Fabruary 19»«. n * 

ary Watts ot ay staff , aaaiatad by Ton Hurray will ba viaitino vour attic* 
ni. waah andnaxt. Plats. giva thaa ace... to all racorda art Sa 
nd to knovladgaabla aaabara of your staff, ineluding racorda and doeunlnts 
nat ara covarad by a Fadaral Grand Jury Subpoana. aoeunents 

* ry *? d „ To " "4 1 b * work in 9 with a taaa at PLS attornaya haa dad bv Sr 
ounaal Mar* GabralUan and including Tarry Arbit, Jia igo, Apm BrMi.w 
ari Gambia and Susanna Rigby. Tha objactiva ia to coaplata tha raviaw of 
laiaa potential by naxt waok. In addition tha taaa will assist T! “f 
d ***j 1 * d hiatory of avants, including tha criminal rafarral and docunant 1 " 9 
3n »T°i to assist RTC aanagaaant in coaaunieating in a factual and 

mfiad way to Traasory and Justica official., tha apaciil couna.1 art to 
ppropnata coaaittaaa and aaabara of Congrass. and t0 
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To: L. Richard Iorio#INVEST-l«RTCKC 

L«« 0. Aus.nt INVEST- ItRTCKC 
Michael x. Caroni INVEST- 1 SRTCKC 


;c: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Jean Lew is# INVEST- 19RTCKC 
U.S.Atty's office/Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



This is to advise you that I've had a conversation this morning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. I called Mr. 
Jackson last week to make an inquiry regarding Independence Federal Sa vings in 
Batesv ille, Arkansas, out of which he had prosecuted a case regarding fllBM 
Duane Kepford sent me a memo quite some time ago about anot her 

in having done a preliminary review of Independence, that Edney was given 
immunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 

Mr. Jackson called Friday afternoon, and as I was out of the office, I 
intended to call him back this morning. Before I had the opportunity to call 
him, he called me. 


k discussed and he then changed the topic by asking me if 

Steve Irons had told me last fall not to talk to Fletcher. I told him that I 
preferred not to answer the question. He then stated that he "didn't have 
rtuch use for either Steve Irons or Gretchen Hall”, and wanted to know what I'd 
seen told. I advised him that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
Dther for a while about Madison. I further added that it had been suggested 
to me by my management here that any questions directed to me by the u.s. 
Attorney's office should probably come through Steve Irons or another FBI 
agent, and that since the FBI was ay most appropriate contact, I should funnel 
response s to any questi ons through them. Mr. Jack son made a comment that he 

he was look mg for 


3ome input from me. He didn't get any. 


He then added that he'd spoken to Jeff Gerrish recently, and that Gernsh was 
"absolutely astounded” that nothing more was ever done criminally with 
4adison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; I advised him that yes, I knew Jeff Gerrish, and no, I was not 
sware of Mr. Gerrlsh's opinions regarding the prosecution of criminal actions 
jut of Madison, and that I'd formed my own conclusions on that point, and 
:hat's where they would stay - my own. I then advised Mr. Jackson that I lid 
lot wish to discuss Madison Guaranty, and we could change the subject, or *anq 
jp. He persisted, and I explained to him that I'd developed a respect fer Mm 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, I wasn't going to talk about Madison. 

:! hung up after a coridal goodbye. 
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TO! 

Cc: 


Bee: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Thonas L. Hindes#Legal-pls#RTCDC 
Janes R. Dudine#Oper-inv#RTCDC 
L. Richard lorio# INVEST- 1#RTCXC 
Glen A. Penrose# EXEC# RTCKC 
April A. Breslaw#Legal-pls#RTCDC 
David G. Eisenstein#Legal-pls#RTCDC 
Russell F. Kaufnan#Legal-Exec#RTCXC 
Philip J. Adans#LEGAL-PLS#RTCXC 

Julie F. Yanda# LEGAL- PLS fRTCKC 

Visit froa ocos re: Madison 

Wednesday f January 5, 1994 15:59:30 CST 

N 

L. Richard lorio# INVEST- URTCKC 



Connents by: L. Richard lorio# INVEST- 1#RTCXC 

Forwarded to: Lee 0. Ausan# INVEST- liRTCXC 

L. Jean Lewis# INVEST- 19RTCKC 

Michael X. Caron# INVEST- 1 * RTCXC 

Jane M. Jankowski #OLX#RTCXC, ban 

Connents: 

FYX. This is way out of line. I have already contacted WDC and 
filed a formal coaplaint. 


....... — .......... — .... [Original Message] ———————— — — 

roday at 1:30 p.m., Russ Xaufnan and I received word that OCOS wanted to talk 
to us about the Madison Guaranty "investigation". We net with representatives 
>f both WDC and XCO OCOS: Leonard Newnark (WDC) , Michael Kohn (XCO) and a 
third individual whose name X cannot now reaenber. When Russ asked who had 
sent then to talk to us, Mr. Newnark replied that it had been his supervisor 
vho had sent then and who had instructed then to be "proactive" in dealing 
vith the issues this case would raise. Mr. Newnark indicated that they were 
not conducting an investigation, but rather an "inquiry". 

the first question they asked was who had nade the criminal referral on 
ladison Guaranty. Russ indicated that the referrals were nade in accordance 
vith RTC policy and connitted to providing Mr. Xohn with a copy of the RTC 
policy. There was no further discussion of the referrals. 

rhe second series of questions they asked dealt with what they characterized 
is "fitness and integrity* issues concerning the Rose Lav Firm. First, they 
isked what investigation PLS had done into the representations the Rose Firm 
iad nade to state regulators to convince the regulators that Madison should 
remain open. I replied that PLS only investigates Issues dealing with 
>rofessional malpractice and that such inquiries would be made only in the 
rontext of conflict of interests issues involving outside counsel. I then 
explained that this case was not regionalized and that April had served as the 
>LS attorney on this case. Second, they asked who was the FDXC "conflicts 
'act* on this case. Third, they asked what information we had concerning 
:h audit report the Rose Firm had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
rost k Co. Again, I told them that X had no information concerning these 
ssues. 
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our discussion lasted no nor* than 10 minutes. Russ and I then eall.d otrWH 
lorio and discussed with his the substance of our conversation with OCOS. 


15T2Z 
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J. «A»tO« WUlfMII 
»mui# U**OU 
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H. •ATT MIMIf. S 
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ViNCINf ron>. JR. 
CnaaiXS e. omtm 

HUN W. ■ 


ROSE LAW FIRM 

* MOnuiOUi AllOCMfiM 

ATTORNEYS 

tto CAST FOURTH STRCKT 
UTTLC ROCK. ARKANSAS TttOl 
tiiiNom <so» rn.ua 

TCkCCONM I Mil »F».IMR 

October 10, 1983 


»iiu*r N^mm euMTOH 
e. •RMjrw^uca 


Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AH 72742 


J *"C o*€«rt 

**UtAM m IlMIO*. a 

■EMucvm • Mia* 

*'Cm«»o • irtiHM. 
•0*AiO a Cum 
•aauuio j tA.acrr 
4 immt c vo«cs 

r MOM A 8 m FMAaOm 

•AW*# A. U«M* 

CAOOl I. AAMOtA 
leCMOa ruag*. jm. 
wamci « •«■•««. ■ 
us a. muon 



COWMSA 

•tSSTCB L MUNIU 



Dear Jim: 


to your discussion with Hillary Rodham 
Clinton, Z sa enclosing herewith s copy of our firm 
statement, dated December 23, 1981, cowing services 
rendered in connection with the matter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours. 




CJGjrssg 

Enel. 


C. j. Girolr, Jr, 


I5T23 
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Rose LAW FIRM 


IN ACCOUNT WITH 


t to cast fourth rnvrr 
urru rock. Arkansas 72201 

FHONC SOI 37SSI3I 


Mr. Janes B. KcDougal 
Chairman of the Board 
Bank of Kingston 
Kingston, XX 72742 


December 23, 1981 


Tsm idrntifiution number 71 -04S9614 


for LEGAL SERVICES AMD PROFESSIONAL ADVICE 
rendered by Vincent Foster, Jr. , Carol Arnold 
and Mary Ellen Russell subsequent to our 
billing dated December 23, 1981 through May 
15, 1982 in connection with the matter of 
First National Bank of Huntsville v. Madison 
Bank and Trust! Madison Chancery #E-81-112— — 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982s 


Long distance telephone $ 91.17 
Xerox charges 21.40 
Extraordinary postage 1.S6 
Package delivery expenses 6.70 
Supreme Court Clerk 100.00 
Computer Research 92.70 
Trevathan Printing Company 580.10 


Total costs— — 

TOTAL FEES AND COSTS 


CJG/sg 


$ 5,000.00 


$ 893.63 

$ 5,893.63 


\m 
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HCMORANOUH 

February 7, 198S 

TO: Governor BUI Clinton 

FROM: Jim McOougal 

Kathy called yesterday to ask for my recommendations for two people 
to fill the vacancies on the State Savings and Loan Board. 

For the industry position from the 2nd Congressional Oistrlct, 1 
recommend John Latham, who is chairman of the board of Madison 
Guaranty Savings and Loan Association. Mr. Latham Is a CPA and a 
licensed attorney. He is a major contributor tojfyour campaign. His 
board /Jf directors is SOS Slack, giving his Institution the largest 
minority representation of any financial institution in the state. 

For the consumer position from tho 4th Congressional Olstrict, I 
recommend Or. Jerry Kendall of Camden. Dr. Kendall is a popular 
figure at Camden. His wife. Nancy from Magnolia. Is widely and 
favorably know. Their complete support of your administration is 
a certainty. 

Bill, we are down to only about IS state chartered savings and 
loan institutions and I am about the only one around who has' any 
interest In this board. 

JRM/SS 




I mm ooooTdd 7 
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Oecember 12, 1984 


Mr. Ron Proctor 
Citizens Bank 
P. 0. Box 281 
Fllppln, Arkansas 72834 

Dear Ron: 

I have been unsuccessful In trying to meet with 
Bill and Hillary to sign the note renewal. I 
have forwarded to then by nessenger this nornlng 
the note and an envelope with which to forward it 
to you. 

Each month we will deposit Into our account at 
Fllppln an amount sufficient to cover the monthly 
payment. 

Thank you very much for your patience and tolerance 
In this matter. 


Sincerely, 

•lames 8. McOougal 
WHITEWATER DEVELOPMENT CO. 


JBMcO/rm 


I mm*' 

15T26 
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A 

MgKMANDUH 

April 4%, 1985 

TO: John Laths* 

FROM: Jim McDougal 

Z want this prafarrad stock aattar claarad up laaadlataly as X 
naad to go to Washington to aall stock. 

JM/ss 
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MEMORANDUM 

February 1$, 1963 

TO: John Lathaa 

FROM: Jla HcOougal 

j SUBJECT: Harvey Ball Cara 

f Ha wants us to do a leasing arrangeaent on fils Funeral ears. Pleas a 
assign soaaona to dlaeuaa this with hla. Hla nuabar la 376*1600. 

Proceed with your Idea on the subordinated notes. V« need to aake 
a decision on Madison Bank 4 Trust. 

Z need to close on ay house loan and cooaerclal loan pronto I 
JM/sa 



r 

f N6 0000SM J 

mm m m mmm m m m 
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January ? # 1985 


MEMO 



PROM: Jia 


1. Sat aa about Stava So 1th and Rolls Royca. 

2. Tou, Crag, and X not* to dlscusa Saeurltiaa Llctnsa. 
First South has ona on by lta Sarvlca Corporation. 

3. Ask Crag how wa gat a aarkat survay for shopping eantar. 

A. Va ntad to talk about how to handla first payaant on tha 
90-day plan. 





J La 
JM/db 



| M« OOOOSP^i 



MEMO 


July 11 . 1985 

TO: John la than 

FROM: Jla MeOougal 

1. This Is probably a good tint to taka in a oat 5-ytar 
aonty chtap. Lat'a discuss ratta. 

2, Z nttd to know everything you havt ponding btfort 
tht Steurltlta Commission to X lnttnd to got with Hillary 
Clinton within tht ntxt ftw days. 

JM/aa 
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